


Because 4 Famous Cars 


Had Unseen Value 


—a great industry moved forward 











HE WAYS of progress are strange in- 
Tica. Great achievements do not al- 
ways take place to the blare of trumpets 
and the plaudits of admiring millions. 
Often from humble beginnings true great- 
ness rises to enhance and benefit all 
things associated with it. 

In 1898 Professorand Madame Curie — 
without money and without proper equip- 
ment—began a series of experiments to 
discover more about the amazing phe- 
nomenon of radioactivity. 

Their laboratory was crude, almost 
primitive. The only ore suitable for their 
experiments which they could secure in 
sufficient quantities was pitchblende . . . 

But they had genius —and pitchblende 
had unseen value. They found far more 
than they aaticipated in that heavy 
brown ore with the pitchy lustre. They 
found an amazing new clement, so pre- 
cious as to be almost priceless, the most 
valuable metal in the world—radium! 

* * * 

Like the radium in pitchblende, the 
Unseen Value in motor cars is not visible 
to the eye. It is not interpreted alone in 
iron, rubber and steel. It is not expressed 
only in beauty, safety, power or speed. 
These are the familiar qualities of a mo- 
tor car—the qualities which everyone 
has a right to expect. 


PLYMOUTH 


PASSENGER CARS AND TRUCKS 


Chrysler Marine and Industrial Engines 


BEFORE BUYING A CAR 
—ASK YOURSELF THESE 
5 QUESTIONS 


1. Has it proper weight distribution ? 
2. Has it genuine hydraulic brakes ? 
3. Is it economical to run? 
4. Has it floating power? 


5. Has it all-steel body? 





ONLY CHRYSLER-BUILT 
CARS HAVE ALL FIVE 











It is in the conception of a car that you 
must seck its Unseen Value —in the ideas 
and tdeals of the organization behind it. 

And Chrysler-built cars possess this 
Unseen Value to an exceptional degree. 
For the ideal of Chrysler Corporation has 
always been to improve cars in every 
possible way. 

Its policy has been to put into them, 
not merely the best available materials, 
but also the inspiration, the genius, thic 
engineering skill of the men with whom 
Walter P. Chrysler and his associates 


have surrounded themselves. 


Four cars with exceptional 
Unseen Value 


Chrysler Corporation is no ordinary pro- 
saic business devoted merely to the man- 
ufacture and sale of cars. To grow from a 
humble beginner to a vast industry pro- 
viding a livelihood for almost half a mil- 
lion people, requires something far greater 
than self-interest. 


Chrysler Corporation is proud of its 
contribution to the progress of the Ameri- 
can automobile industry as a whole. 
Proud of the four famous cars made in 
its factories: the Plymouth, Dodge, De 
Soto and Chrysler. Proud, also, of its 
Dodge Trucks and other products. They 
all possess Unseen Value to an excep- 
tional degree. 

And America has been quick to recog- 
nize the Unseen Value in Chrysler-built 
cars! For every fourth car sold today is a 
Chrysler-built car. Chrysler Corporation 
alone, of all American motor manufac- 
turers, has exceeded in 1935 its rate of 
production for the boom year of 1929. 

Remember Madame Curie and_ the 
amazing Unseen Value of pitchblend 
when you buy a motor car. Remember 
the exceptional Unseen Value of motor 
cars built by Chrysler: Plymouth, Dodge, 
De Soto, Chrysler, and Dodge Trucks. 


DE SOTO 
CHRYSLER 


Airtemp—Air Conditioning 





YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. e urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





“ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


‘‘SOME FINANCIAL FACTS’’ 
An interesting booklet issued upon re- 
quest by the Bell Telephone Securities 
Co. (875) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 


ANNUITIES 
Booklet describing the most popular 
forms of Annuities sent by David A. Lun- 
den-Moore on request. (990) 


WEEKLY STOCK MARKET REVIEW 
This will be sent to you upon request 


without any obligation by H. M. Gartley, 
Inc. (989) 
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Who Owns What? 


HERE are almost as many diag- 
noses of what ails this country 
as there are crack-pots making 

speeches on the subject—and most of 
them are wrong. Take the matter of 
wealth and the distribution thereof. 
We are told that 2 per cent of the peo- 
ple own 80 per cent of the wealth, and 
that is what’s the matter with us. 

Statistics, even when correct, can be 
most misleading on the tongue of the 
special pleader. For example, one can 
say truthfully that 40 per cent of the 
people have all the jobs—but most of 
the other 60 per cent are children and 
dependents. As for wealth, you 
would not expect much of it. to be 
owned by our 50,000,000 children or 
by some 25,000,000 or more women 
not gainfully occupied. 

So corrected, the claim would be that 
of those owning any wealth at all, 5 
per cent own 80 per cent of the total— 
but still the thing is cockeyed, and all 
you have to do to realize its absurdity 
is to look around you in your own 
community at the homes and farms and 
stores and automobiles and_ other 


familiar forms of property individually 
owned and then multiply that picture 
by the thousands of communities 
throughout the country. 

Urban homes, farms and _ personal 
property such as clothing, furniture, 
automobiles, etc., make up about 46 per 
cent of the national wealth. We know 
this is not concentrated, but spread 
among many millions. 

Then take a look at the local stores, 
garages, warehouses, offices, country 
clubs, etc.; and from this survey let 
your eyes pass on to such collectively 
owned wealth as schools, churches, 
parks, colleges, libraries, museums, 
government-owned property, etc—and 
with these forms of wealth added to 
homes, farms and personal property 
you will have accounted for 58 per cent 
of the wealth. 

Next consider the railroads and the 
utilities, which account for 63 billions 
of dollars, or about 14 per cent of our 
wealth. The ownership of these is 
spread among fully 12 million indi- 
viduals. Then go on to manufacturing 
equipment, which, you will find, is 


worth about 42 billions or some 9 per 
cent of the wealth and is spread among 
millions of stockholders. At this point 
we have accounted for approximately 
81 per cent of the wealth and it is self- 
evident that its ownership is distrib- 
uted among almost all adult, non- 
dependent individuals. 

To present another break-down, the 
Federal census estimated our wealth in 
1922 at 320 billions, of which 175 bil- 
lions was real property, 8.4 billions live- 
stock and farm equipment, 15.7 billions 
manufacturing equipment, 20 billions 
railroads, 4.5 billions motor vehicles, 
15.4 billions street railways and 80.2 
billions all other wealth. 

If all wealth were divided equally, 
it would be instantly apparent that each 
of our 30 million families was not rich 
but poor. Our trouble is that we 
haven’t got enough wealth. It would 
be a good idea to get busy and produce 
ten times as much, especially since we, 
to an overwhelming degree, live out 
of the current production of wealth 
rather than on accumulated properties 
and possessions. 
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At Boulder Dam is rising a tower- 
. ing head of water, salient of an 
inland sea extending back 100 miles. 
Four intake towers like these, 
each 358 feet tall, contain the gates 
designed to regulate the flow of 
water from that mammoth reservoir. 

Eight massive cylinders each. 
weighing. 240 tons, each one as 
heavy as a 6-car streamlined train 
...in all, four million pounds of 
metal form these gates! 

Raised by means of screw hoists 
located at the top of the towers, 
these gates will release the captive 
floodwaters of a torrential Colorado 
River... to irrigate arid wastes and 
supply horsepower by the millions 
for populous communities. 

Madg, entirely of welded plates 
requiring 530,500 linear inches of 
weld... and then, because of their — 
enormous bulk, shipped in segments 
which in turn were welded together 
on the job... these gates comprise 
the largest arc-welding project of 
its type ever completed. They could 
have been fabricated only where 
unparalleled experience in the art 





ROE 


of electric arc-welding combines 


ACEO 


with rare engineering skill and al-. 
most unlimited large-scile manu~ © ° 
facturing facilities. 

A symbol of Westinghouse enter- 
prise over 50 years throughout the 


ceooaguiiaane 


whole broad range of electric power 
generation, distribution and use. 
Westinghouse Electric & Manufac- 
turing Company, East Pittsburgh, 




















Pennsylvania. 
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The Trend of Events 


EXHAUSTING CASH HREE years of prof- 
AND CREDIT fi ligate spending by 

the Federal Govern- 
ment has engendered a habit of spending borrowed 
money. Taking the ball from the President, Congress 
is now outdoing his achievements in squandering out of 
the depression. The President at least insisted, too 
late, that the bonus and other expenditures unauthor- 
ized by the budget should provide new revenues to 
finance them. But Congress calmly authorizes imme- 
diate cash payment of the bonus, without providing 
the means of payment. The bonds with which the 
bonus is to be paid in the first instance are merely 
demand notes, which will have to be transmitted into 
formal bond issues. 

There is no longer a glimmer of hope that the budget 
will be balanced in the fiscal year 1938. The gross 
deficit for the years 1936 and 1937 can hardly be much 
less than eight billions unless additional taxation is in- 
voked, regardless of the outcome of the election. Con- 
gress leaders insist that they will countenance no addi- 
tional taxation at this session, confining tax legislation 
merely to the replacement of the impounded processing 
taxes and the revenues that would have flowed in if 
the processing taxes had been sustained by the Supreme 
Court. 


We have thus prematurely reached that stage of 
spending which usually characterizes an advanced stage 
of inflation, when the declining value of money com 
pels appropriations in terms of vanishing money values. 
Whether inflation will now come in ahead of time 
depends mainly on the effect Congress’ disregard of 
fiscal realities in favor of supposed political realities 
may have on the opinion of Government credit enter- 
tained by the banks, which will soon be called upon t 
handle $11,000,000,000 of original and_ refinancing 
issues of Government obligations. 

There is no reason to doubt that the funding will 
be successfully accomplished, but it is not less than 
tragic that an enormous volume of new debt should be 
placed on the country’s fiscal and financial systems just 
as the revenues have swelled to the point where they 
promised to support ere long accumulated debt and 
colossal current expenditures and render new debt un- 
necessary. 

We have been spending too much by _ billions 
for seven years in relation to revenues, now we go 
on with spending without reference to our capacity to 
borrow and careless of future catastrophe. We are 
near the limit of endurable taxation, and we may soon 
be near the limit of the national credit, even with the 
good luck to escape the defeat of recovery. 


Theodore M. Knappen 
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WORLD 
PRICES 


HE only conclusion about the trend 
of prices that is not open to debate 
and conjecture is that its direction 
is upward. The causes and effects are subject to inter- 
minable dispute. 

Tracing the price movement in leading commercial 
countries, the London Economist has placed the various 
national indexes on the same base, starting with Sep- 
tember, 1931, in order to measure the effects of Brit- 
ain’s suspension of the gold standard. For England the 
price advance since that time has been 1812 per cent, 
and it is surprising to note that nearly half of this, or 
8 per cent, occurred in 1935. 

Our big price jump came in 1933 and showed a 
cumulative slackening of the rate of advance in both 
1934 and 1935, the advance last year having been 67% 
per cent or less than that in England. Also surprising 
is the rise of 37% per cent in France—despite the rigors 
of gold standard deflation—and the small scope—2 
per cent—of the German price rise. In Italy, for 
obvious reasons, the advance was 25 per cent. 

In searching out the causes the Economist lays stress 
on cheap money and, as regards the European nations, 
war fears. This, it need hardly be said, is only part of 
the story. In some countries currency depreciation cer- 
tainly has played a part. For the world as a whole 
reduced surpluses and the improved demand incident 
to economic recovery have played a vital part. 

In terms of former gold parities of currencies, the 
price level both in Great Britain and here remains far 
under the mark of September, 1931, but the trend, on 
a gold basis, is upward. Some are convinced this is 
causing recovery in business activity; others are equally 
sure revival in business activity is causing the price rise. 
= can all agree that the results are on the favorable 
side. 


—_ 


NDER the rules of the 
SEC, as now clarified 
by its counsel, stock- 

holders henceforth will stand a better chance of know- 

ing what they are doing when they delegate the voting 
power solicited by corporate managements in proxies. 

A request for blanket ratification of the minutes of 

directors and the acts of officers will not do. There 

must be a brief description in proxies of the matters to 
be considered at stockholders’ meetings and of acts that 
shareholders are asked to ratify. 

With the principle involved—that of giving the 
stockholder a square deal in supplying all pertinent in- 
formation—there can be no quarrel. Yet in application 
of the rule the complexities will be many. A forbid- 
ding mass of routine data would defeat the objective. 
On the other hand there can readily be a difference of 
opinion as to just which acts, decisions or proposals im- 
portantly affect the stockholder’s equity. 

Since it is only human to lean over backward to avoid 
the long arm of the law, corporations probably will tend 
to put too much, rather than too little, information in 
their proxies. In that case, the surprisingly large num- 
ber of stockholders who now toss such solicitations in 
the wastebasket as fast as they are received will have a 


NEW DEAL IN 
PROXIES 


still stronger inclination to do so. No laws or rules can 
fully protect the foolish or the careless investor or take 
the place of genuine integrity in corporate management. 


——_~ 


BREAD ON THE BRIEF, routine notice 
WATERS A announces the termina- 

tion by court order of 
the existence of the National Credit Corporation, all 
but forgotten in the kaleidoscopic flow of events of the 
past four or five years. Formed late in 1931 after 
Britain's abandonment of the gold standard had im- 
posed a further inexorable pressure on our price struc- 
ture, this $500,000,000 private banking agency repre- 
sented one of the first major efforts to halt or check the 
tide of deflation. It made way for the much more effec- 
tive RFC, after advancing $188,000,000 to weak 
banks in thirty-one states. Doubtless to their surprise, 
the bankers got back their money, plus a return of 3.35 
per cent. They find it hard to do as well today on gilt- 
edged assets. 


—_~ 


HE executive 
fi council of the 
American Fed- 
eration of Labor is sorely perplexed by the mandate 
of the last convention in favor of a revision of the 
Constitution of the United States which would restrict 
the authority of the Supreme Court and of the States. 
It is dawning upon the labor leaders that power which 
may be used by the national government to their ad- 
vantage today may be used against them tomorrow. 
Herein is a lesson for all classes of citizens. A truly 
benevolent despotism may be ideal from the standpoint 
of political indolence, but in no age or place has it 
been found possible to incorporate executive benevo- 
lence and omniscient wisdom into constitutions, written 
or unwritten. Even the American Federation of Labor 
could hardly withstand a fascist national government. 
The trade unions of Germany went down before Hit- 
ler’s benevolent social democrats without daring to 
venture even so much as a mild protest. The trade 
unions of Italy are no better than subservient tools of 
Mussolini. 

Supreme power exercised by a liberal government 
for the benefit of one class may become a noose around 
the neck of that class when it passes into the hands of 
a conservative government. 

Well may the thought give pause to organized labor 
as it considers whether or not to fight for constitutional 
“reform.” Authoritarian government is not reform 
but black reaction. 


LIBERTY IS 
SUPERIOR TO FAVOR 


—_~ 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 430. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. Monday, January 27, 1936. 
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O me the most absorbing spectacle in 
America today is the game of presiden- 
tial politics being played and the manner in 
which a series of Supreme Court decisions 
against the New Deal is shaping the outcome 
of what Robert Moses calls the third great 
political crisis in our history. Will these ju- 
dicial defeats help the President in his candi- 
dacy for re-election by giving him an effective 
constitutional issue, or will they bring on his 
political defeat? Let us analyze the practical 
politics of the situation and examine election 
potentialities. 

First, we can disregard the millions who reg- 
ularly vote the straight Democratic or Repub- 
lican ticket as a matter of party affiliation. 
They do not determine the result in any event. 
Rather the choice will be made by those six to 
seven million independent voters who react 
to presidential personalities and issues, rather 
than to party labels. The majority of this 
block of votes would ordinarily go to the in- 
cumbent President in a period of recovery, 
either crediting the Administration with pro- 
ducing recovery or being unwilling to swap 
horses, so to speak, in a period of economic 
transition. 

The Congressional 
elections of 1934 
proved, in the minds 
of these voters, that 
President Roosevelt 
was identified with 
recovery up to that 
time. The signifi- 
cant point politi- 
cally, however, is 
that he becomes less 
and less identified 
with recovery each 
time a major recov- 
ery agency is nulli- 
fied by the court and 
each time further 
business gains follow 
such. nullification. 

Thus recovery is 
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As I See T [ —~ By Charles Benedict 


Political Issues of 1936 


no longer associated in the public mind with 
NR A and I believe it more than coincidence 
that the trend against Mr. Roosevelt assumed 
strong momentum following that disassocia- 
tion. It already becomes evident that the 
A A A debacle will cause neither a collapse in 
farm prices nor an agrarian revolt. It not only 
will develop no strong sentiment for constitu- 
tional amendment, but success of the pending 
soil preservation and bounty scheme will make 
many farmers wonder why the Administration 
didnt think of this in the first place, rather 
than the cumbersome and objectionable bu- 
reaucracy of AA A. 

Finally, if this dominant group of six or 
seven million independent voters fail to get 
excited over the nullification of N R A and 
A A A, which the President made the mistake 
of propagandizing as his major recovery de- 
vices, they will in all probability be even less 
concerned with possible coming New Deal de- 
feats on the T V A, the Utility Holding Com- 
pany law, the Guffey Act and the Wagner 
Labor Relations law. 

Clearly, Mr. Roosevelt is afraid to risk an 
open constitutional issue unless he can see 
strong supporting sentiment and this, by all 
evidence, is not de- 
veloping. On the 
other hand, if he ac- 
cepts the adverse de- 
cisions without a 
fight, the result is a 
great loss of political 
prestige. This se- 
quence of events is 
unprecedented in our 
political history. 
Heretofore, the fur- 
ther recovery pro- 
ceeded, the more 
closely it was identi- 
fied with the incum- 
bent President. In 
the present setting, 
due to the Court 
(Please turn to page 483) 
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What’s Ahead for the Market? 


By A. T. 


OR most of the past fortnight the consensus of 
speculative opinion was that the dull and drag: 
ging stock market needed a new impulse. It 

did; and the new impulse was not long in coming 
Once more there is excited conjecture on the ques- 
tion of inflation and how it may affect stock prices. 

This is scarcely to be wondered at, 
in view of the recent course of events 
at Washington, with Congress en’ 32° . > 
thusiastically voting the $2,000,000,- 
000 soldiers’ bonus and airily wav- 
ing aside so mundane a question as 
where to get the money; with an 
increasing number of Representa- 
tives lining up for the Frazier-Lemke 
bill and its $3,000,000,000 of print- 
ing press dollars; with the dollar 
sagging sharply against the pound 
and the franc; with all sorts of ru- 
mors of more silver rabbits to be 
pulled from the New Deal hat; and 
with the Secretary of the Treasury 
whetting speculative curiosity fur- 
ther with a cryptic utterance that he expected 
the whole accumulation of Government financing 
problems to be cleared up within the next few 
weeks. 

Certainly this is quite a cloud of inflationary smoke, 
but it is not at all clear how much real fire there is 
under it. So far as Secretary Morgenthau’s unreveal- 
ing remarks are concerned, they may conceivably 
forecast some dramatic and final mark-up in silver, 
possibly with revaluation of the Treasury's holdings 
of the metal—a move of.-doubtful long-term infla- 
tionary significance. On the other hand, it may be 
logically assumed that they possibly forecast merely 
a tax program to replace the A A A levies and con- 
tinued bank borrowing, in the style to which we have 
become accustomed, to finance the bonus and new 
relief appropriations. 

In short, the risk confronting the speculator who 
banks too heavily on the imminence of inflation is 
that the Administration, as it has done before, may 
succeed promptly in relegating the problem to what 
may be termed the smouldering stage, rather than 
immediate or even early conflagration. We venture 
the guess that no inflationary explosion is imminent, 
but with two reservations: First, there has definitely 
been a further serious disintegration in the Admin- 
istration’s fiscal outlook, which is the heart of the 
longer threat of inflation. Second, the Government's 
credit is not merely a matter of the dollars and cents 
of indebtedness but, far more, of public psychology. 
There comes a point somewhere in the career of a 
free spending Government when the people lose faith 
in all promises of a future budget balance. Whether 
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we are near that point is a problem beyond the reach 
of tangible analysis. 

Meanwhile, however, it is significant that the 
Administration has made its first effort to apply the 
brakes to the current speculation, this action taking 
the form of higher margin requirements imposed by 

the Federal Keserve Board. There 


having been no important increase 


ee ae in brokers’ loans, the move is obvi- 
: xa ously a precautionary gesture. The 


speculative reaction was a curious 
one. The market first declined mod- 
erately, then forged ahead. Appar- 
ently traders felt that if the Reserve 
Board fears a rampant bull market. 
why not have one? Similar Reserve 
Board warnings were ignored in 
1929. What second thought in this 
instance will be remains to be 
seen. 

From the point of view of the 
investor, the current situation again 
illustrates—if further illustration be 
necessary—the wisdom and practical necessity of 
adhering to an investment policy based on the longer 
term probabilities of inflation or recovery or some 
combination thereof. 

In trading operations, on the other hand, our in- 
clination in the current brisk rally is to put the burden 
of proof on the market’s nearby action as regards 


.volume, ability of a reasonable number of leading 


industrials to rise convincingly above the tops of early 
January and of last November and, especially, upon 
the continuity of the current wave of inflation psy- 
chology. Should the latter be quenched, the market 
would again have to fall back upon the familiar 
investment-business factors which have constituted the 
backbone of the long advance since last March. 

From a longer-term viewpoint the latter factors 
remain overwhelmingly favorable, but this does not 
preclude the possibility of either some recession or 
increasing irregularity over the next month or two, 
bearing in mind that numerous equities have gone 
far toward discounting nearby earnings and, secondly, 
that support from the current business trend is far 
less dynamic than it was in the closing months of 1935. 

The chief reason for the less aggressive movement 
of business is a distinct letdown in the motor in- 
dustry, which ate some of its 1936 cake in active sales 
of new models in November and December and 
which apparently did not take sufficiently into account 
the retarding effects of a choked winter market in 
used cars. 

We share the industry’s optimism in the outlook 
for sales in and after the spring season, but mean- 
while most of the manufacturers have currently cut 
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The current situation again illustrates the wisdom of continuing 
to shape investment policy in line with the long term inflation-re- 
covery probabilities. With immediate support from business less 
dynamic, extension of the present rally must depend on sustained 
inflationary sentiment and this doubt suggests conservatism in short 


term speculation. 


operations to four days a week, January output will 
be about 20 per cent under that of December and 
February production, on present indications, prob- 
ably will show no important gain and possibly a 
recession under January. 

The effect, of course, is to hold down activity in 
many related lines, notably in steel operations which 
are holding around 51 per cent of capacity for the 
third successive week. 

On the other side of the picture, recent temporary 
fears of a curtailed farm purchasing power as a result 
of the A A A fiasco have almost entirely evaporated: 
and the volume of construction continues to make 
strong gains over the figures of a year ago, with 
further gains probable in the spring season. 

On the whole, aggregate business activity, as mea- 
sured by the standard composite indexes, will very 
likely remain considerably above that of a year ago 
at least through March, but it is open to question 
whether the favorable elements can much more than 
offset the less dynamic weight of motor production 
in the indexes during the next month or so. Our 
own business index has now declined 9 points under 
the December peak, but remains 22 points above the 
level of a year ago. 

If, as is likely, the 1936 business line tends in 
coming weeks more closely to approach the rising 
line of the spring of 1935; it would seem that the 
stock market would have to find support in other 
factors—such as an active inflationary threat—if dy- 
namic advance is to be sustained without interruption. 


The present market, for that matter, has only i 
part an inflationary aspect. The gold stocks, ft is 
true, have mounted to new highs, and most other 
metal issues have found favor; but so have a variety 
of issues that have little, if anything, to gain from 
inflation and some, in fact, that would have much to 
lose from it, notably the railroad group, which has 
also attained a new high since 1934, reflecting a mod 
erately improved trafhe and financial prospect. 

The building stocks remain in high fettle. Govern- 


ment orders continue to boom the aviation issues, the 


only fly in the ointment being that most of these com- 
panies will have to employ additional cash in expanded 
manufacturing facilities with which future dividends 
may or may not be earned. The equipments—elec- 
trical, business and railroad—also remain in strong 
demand, with most at new tops. Recent excitement 
in oils has slackened for the present, and the utilities 
continue quietly to await the T V A decision. For 
some time the action of the motors, can manufactur- 
ers, food shares and merchandising issues has been 
negative, contributing to the marked irregularity which 
has been a feature of the market for many months. 

Aside from its psychological inflationary aspects the 
tangible contribution of the soldiers’ bonus to busi 
ness activity will not be felt until after next June, 
when the cash will become available. Such help as it 
will afford business, therefore, will come at a time 
when election uncertainties are growing more pro- 
nounced and in no event can be regarded as a present 
business factor. 
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Happening in Washington 


By E. K. T. 








Political weather 
prophets and astrologers are 
in almost daily conference 
with the President and Demo- 
craticChairman Farley over the 
momentous issue of whether 
to make the 1936 political 
battle a straight attack on the 
old order or not. In contrast 
with his outburst over the 
N R A decision, the President 
has been most restrained in 
comment on the A A A deci- 
sion. He guessed wrong on 
the popular reaction to the 
blasting of N R A, and he 
wishes to avoid making any 
embarrassing commitments 
that would shape the whole 
strategy and tactics of the com- 
paign, until there has been 
time for judicious appraise- 
ment of the political reali- 
ties of the situation. What, 
for example, do the recent 


speeches of Al Smith and John 


tion. 


gram. 


Court. 


Washington Sees— 
President wondering whether Constitution is- 
sue would be shrewd. 
Soldiers’ Bonus creating a mild burst of infla- 


No new taxation, not counting replacement of 
processing taxes as such. 


Residential building boom held up by lack of 
distribution system for F H A mortgages. 


Big chance for Administration to win political 
rewards by providing missing link. 


Federal Trade Commission attacking historic 
liberties on the flank. 


Permanent slum clearance and housing pro- 


Co-ordinator Berry staging a comeback. 
T VA upheld in the main by the Supreme 


efforts at Washington to 
loose the dogs of inflation, 
even if it be intended to 
chain them up quickly. It 
does not require the co- 
operation of the banks to 
get some stimulation from 
the government spending, 
which will reach its all- 
time (excepting the war) 
climax this year. 


No new taxation is still 
the announced policy of the 
Administration—which means 
until after election. But after- 
wards, Roosevelt in or out, it 
is inevitable that taxation will 
be increased. It is possible that 
for the sake of Government 
credit it may be necessary to 
make at least a gesture in that 
direction at this session . of 
Congress. But rapidly swell- 
ing revenues unless accom: 
panied by an inflationary rise 








W. Davis foreshadow—par- 
ticularly the former's. Smith’s 
vigorous arraignment of the New Deal before a nationwide 
audience implies great party changes ultimately and sug- 
gests the wisdom of some alteration in policy immediately. 
The President's leftist advisers continue to tell him that the 
time is ripe for another great liberal movement—meaning, of 
course, Constitutional amendment—but the indications are 
that the country is not ready to make a fundamental change. 
The President would undoubtedly love to lead a flam- 
ing new crusade for righteousness, but he prefers to have 
another term in which to work out his reforms than to 
go down to defeat midstream. Besides, stop-gap legisla- 
tion (unconstitutional or not) can hold the A A A fort 
until after election. 


Inflation is ever an absorbing topic, especially for those 
who want it. Soldiers’ bonus will operate in an inflationary 
direction just the same as if the Government handed out 
$2,000,000,000 as pure largesse (being in partial effect 
created money, since it is not for goods or present services), 
but not just the same as new paper money. New loads 
heaped on the Treasury may contribute to that form of 
inflation of spending which is based on fear. New French 
crisis may make for devaluation of our dollar to 50 cents, 
old style. Topless excess reserves are another lair of infla- 
tion. But actually, as Eccles insists, our present position is 
still one of flat instead of inflated credit. 

If a severe business backset should develop, accom- 
panied by recession of farm prosperity, look for renewed 
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of prices, may take the place, 
for the time, of the gesture. 


“Dear Jeff’ Coolidge and “Dear Chip” Robert, 
under secretary and assistant secretary of the Treasury, 
respectively, were sobriqueted to private life the other day 
with cordial blessings by the President. The partings were 
friendly and in sharp contrast with the unmourned severance 
of Lewis Douglas from the Budget, but in the case of 
Coolidge, at least, it is certain that much as he shares the 
President’s ideas of reform and progress, he can not follow 
him in all his “modernization” of finance. Washington 
judges that “Jeff” would rather not be officially present 
when judgment day comes for unbalanced budgets and 
reckless disbursement of public revenues. 


A pprehensions are aplenty these days, but I will make 
an unqualified prophecy: The dollar will not be further 
devalued. There will be no greenbacks. There will be no 
price expansion to compare with that of 1920. 


Building expansion is running up against a stubborn 
barrier. F H A program of turning over mortgages aris- 
ing from its insurance program fails to materialize. No 
Mortgage Associations yet. Insurance companies are not 
filling the gap as expected. Heap big talk by them and 
small performance. No organized way of getting the 
mortgages to the individual lender, and besides small lenders 
don’t like an amortized mortgage. No assurance that 
F H A insurance will continue beyond July 1, 1937. Small 
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banks loaded up with insured mortgages and demand for 

building loans intense, but can’t do more lending until they 
have an assured market for additional loans. 

Also indisposition on part of great pools of capital to 

start a building boom during election campaigns. Such 

a boom might insure Roosevelt’s re-election. Wonder 

is that the Government doesn’t jump in (for political 

reasons, if no other) and provide capital for the Mort- 

gage Associations under F H A or amend the organic 

act of the Home Loan Bank system so that it can fill 


the gap. Home Loan Banks have money to burn 
right now. That may be the next Roosevelt sur- 
prise move. “The country is stuffed with 5 per cent 


money.” Job for Jesse Jones. 


The Wall Street brokerage house which embarked 
on the insured mortgage enterprise with so much confidence 
and vim didn’t slow up for the lure of the chattering ticker, 
I am told, but instead almost died of tantalic fury at the 
oceans of money that swirled around it and not a cent to 
be grabbed. Billions to lend, billions to borrow and only 
a bottle neck of communication between them. Building 
prosperity rarin’ to go but nobody in the Administration 
or out smart enough to establish a pipe line from money 
bags to money users. Not even Jim Farley. 


Federal Trade Commission is the most industrious 
business control nationalizer since the evaporation of N R A. 
Some business men think that the business community will 
wake up one of these days and find that while it has been 
giving a joyous hand to the Supreme Court for defending our 
ancient liberties the F T C will have them in its bag. And 
so firmly lodged there that it will take an act of Congress 
to extricate them. A Rayburn-Wheeler bill, was put to 
sleep at the last session of Congress, has reappeared in 
an “improved” form. 
It would make the F 
T C the poo-bah of 
business ethics and 
morals with unlimited 
power of search of pri- 
vate files to prove busi- 
ness deception or un- 
fair practices—defini- 
tion thereof deter- 
mined by F TC. Any- 
one who is familiar 
with the mass and 
mess of nasty trickery 
daily revealed by the 
cease-and-desist orders 
of F T C can under- 
stand the Commis- 
sion’s indignation and 
zeal but few of us are 
yet ready to have busi- 
ness morals of petty 
tricksters fumigated 
at the risk of our per- 
sonal liberty. In the 
long run the insidi- 
ous ceaseless growth 
of established bureaus 
with their thousands 
of unknown, and unknowable “administrative laws” are more 
of a menace to liberty than direct assaults upon the Supreme 
Court and the Constitution. 


THOMAS J. COOLIDGE 


Under Secretary of Treasury 


Economize—But Spend! ‘Somebody in this adminis- 
tration must economize,’ said Charlie Michelson, pub- 


for FEBRUARY 1, 1936 





Wide-World Photos. 


Recently Resigned Their Posts. 


licity director of the Democratic natonal committee, when 
chaffed at a presidential press conference, about his 


uncut hair. And the big money problems which now 
confront the Administration are going to cause some 
curbings of spendings. Ambitious housing plans will 
probably feel the ax, but nevertheless the dream of 
a long time housing policy is not to be abandoned. Some 
sort of a union or co-ordination of the various departments 
of the Government’s housing activities at this session of 
Congress is among the probabilities. Senator Wagner 
(N. Y.) has a new bill covering his pet idea of federal 
government subsidization ($1,000,000,000) low-cost muni- 
cipally owned housing. He is convinced that the provision 
of decent housing for the masses is the basis of far-reaching 
social and economic improvement. President sympathetic— 
human right above money rights. Recent studies show 
that there is a close relation between bad housing and high 
municipal taxes, besides depreciative effects on real estate 
values and tax revenues. Paternalism in housing is likely 
to persist long after the Roosevelt administration has de- 
parted into history. 


Industrial Co-ordinator George Berry may yet get 
something to co-ordinate. Actually only the chemical fer- 
tilizer industry, to some extent the building industry and 
one or two minor groups have been traveling with him, on 
the employers side. But he is the most persistent single-idea 
man who has hit Washington in all these years when that 
class of industrial doctors have been thicker in Washington 
than rats in Calcutta. An industrialist who has been 
closely observing Berry’s constant boring in to all the 
industrial groups which are at all open-minded on the 
question of stabilizing and cordializing industrial relations 
tells me that the chances are now at least even that Berry 
is going to get somewhere. 

Secretary Roper, 
who thought that 
his Business Ad- 
visory Council 
might be the alem- 
bic for industrial 
peace until he 
read in the papers 
that President 
Roosevelt had giv- 
en a commission 
for that ambitious 
undertaking to 
Major Berry, is 
reported as con- 
ceding _ privately 
that Berry, not- 
withstanding, his 
lugubrious start is 
gaining ground 
every day. 


Some bankers 
are putting hurdles in 
Berry’s way, accord- 
ing to one story which 
reaches me, as a by- 
product of their set- 
tled animosity toward 
the Administration and all its works which animates some 
of them (and not inexplicably). A nationally important 
industrial concern which has a bent toward the co-opera- 
tive solution of labor relations, was contemplating playing 
along with Berry until it was warned that the financing it 

(Please turn to page 484) 


LAWRENCE W. ROBERT, JR. 


Asst. Secretary of Treasury 
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What AAA Decision Discloses 


About Our Form of Government 


Will the States Forego Their Rights 
and Permit Constitutional Changes? 


By Samson SELIG 
of the New York Bar 


NE hundred years ago President Andrew Jackson, that 
remarkable man, was striding in frontiersman style up 
and down the White House, his eyes gazing over the 

muddy streets of Washington, but probably seeing nothing 
of them. He had just been told of a decision of the United 
States Supreme Court,* handed down by the Chief Justice, 
John Marshall, which greatly displeased him, and he 
exclaimed, “John Marshall has handed 
down his decision, now let him enforce 
it.” 

A century later, another Chief 
Executive of the United States, not a 
frontiersman, but a graduate of Har- 
vard and the effete East, was a guest 
at a dinner given annually in honor of 
that other President of long ago. He 
also had just been faced with a deci- 
sion of the United States Supreme 
Court invalidating legislation which 
was a keystone of his policy. He did 
not dare the Supreme Court to enforce 
its judgment. The olive branch neatly 
engrafted between the executive and 
judicial branches of our governmental 
tree forbids such defiance. What this 
President said was: “The ultimate re- 
sults of the language of these opinions 
will profoundly affect the lives of 
Americans for years to come.” The 
truculent note is gone, but human 
nature is a tough fabric little changed 
by time, and it is probable that the 
sentiments of Andrew Jackson and of 
Franklin Roosevelt on these occasions Wide World Photo. 


* Worcester vs. The State of Georgia, 6 Pet. 
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JOHN MARSHALL 
First Chief Justice 


were very much the same, regardless of the language in 
which they were voiced. 

Remembering N R A, perhaps Mr. Roosevelt expected 
the reversal. Certainly the handwriting had been on 
the wall, though it might have needed a Supreme Court 
decision to bring it into the open where all who run may 
read. The country immediately became Supreme Court 
and Constitution conscious. The old 
derisive question, “What is the Con- 
stitution between friends?”, had re- 
ceived a categorical answer. 

The Supreme Court has often slung 
the pebble squarely and surely at the 
Goliath of unconstitutionality, but sel- 
dom where the legislation has reached 
so vitally into the lives of all classes of 
the people. 

When the Supreme Court declared 
the N R A unconstitutional, that stat- 
ute had, in the two elapsed years since 
its passage, radically affected every 
branch and kind of business in the 
United States. It left no aspect of 
industrial and commercial life unaf- 
fected; the hours of labor, the rates of 
wages, the conditions of manufacture 
and of marketing were ruled by it. 
The whistle of the factory had become 
the scream of the Blue Eagle. 

In the case of the A A A, thousands 
of acres had been plowed under, mil- 
lions of dollars in pzocessing taxes had 
heen collected and paid. Two thou- 
sand suits involving A A A had been 
brought. 

We had marched uphill during the 
reign of the New Deal, adjusting to it 
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our house and our business, now we must needs march down 
again as the Supreme Court says, “It ain’t gwine to reign 
no mo’. 

Court authority to nullify legislation as unconstitutional, 
is unique. No other important country has such a system, 
except Australia, which obviously took over the idea 
from us. 


John Marshall's Interpretation 


Most people do not realize that in our own case the 
power to declare a statute unconstitutional is not to be 
found in so many words in the Constitution itself. Though 
theretofore suggested in Congressional debate with only 
Charles Pinkney objecting,* this assumption of judicial 
power really sprang from the pen of John Marshall in the 
case of Marbury vs. Madison.+ For practical purposes, 
though, not in a literal sense, he was the first Chief 
Justice.t During the thirty-five years of his encumbency 
his views largely dominated the court. It was he who 
delivered the opinion in most of the constitutional cases. 
The contribution he made required statesmanship more than 
legal erudition, and he was a statesman of the highest rank. 

The famous case of : 
Marbury vs. Madison 
arose from the refusal 
of James Madison, 
Jefferson’s Secretary 
of State, to permit 
the delivery of their 
commissions to certain 
justices of the peace. 
The commissions had 
been signed by John 
Adams, but in the 
hurry of his last weeks 
in office had not -been 
delivered. In the 
opinion Marshall did 
two things that made 
the case famous. One 
was that he read Jef- 
ferson a lecture on the 
right of appointees to 
ofice. The other 
thing, which attracted 
less attention at the 
time, was an asser- 
tion of the power of 
the Court to declare 
that an act of Congress was violative of the Constitution 
and was, therefore, invalid. 

The practical result of the decision was to uphold a 
member of Jefferson's cabinet. If Marshall’s opinion, besides 
containing a scolding, had been adverse to Jefferson, he 
might have undertaken to deprive the Court of its power. 
Political feeling at that time ran much higher than it does 
today, and Jefferson might well have succeeded. The whole 
history of the country would have been different. To men- 
tion but one thing, there would have been no Dred Scott 
decision and perhaps no Civil War. 

Since Marbury vs. Madison, no one has seriously ques- 
tioned the assumption of this power. On the contrary, 
each time a new need for legislation arises, there is born 
an acute question of how the Constitution will be applied 


International Photo 


* Warren: Congress, the Constitution and the Supreme Court, p. 97. 

+1 Cranch. 137, 

+ Marshall had during the last weeks of Adams’s Administration been 
serving both as Secretary of State and as Chief Justice though drawing 
a salary only as Chief Justice. 
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The Present Supreme Court 


by the Court. For example, after the Spanish-American 
War, when our flag was planted in the far corners of the 
world, the question “Does the Constitution follow the 
flag?” was debated from the Halls of Congress to the 
musical comedy stage, where George Ade answered: “The 
Constitution follows the flag Mondays, Wednesdays and 
Fridays only.” 

Now, why did the Court declare NR A and AAA 
unconstitutional? Essentially because of our dual form 
of government, and states’ rights. 


Federal Authority or States’ Rights 


The insistence on states’ rights in both decisions makes 
it necessary to consider the kind of government we have. 
There is no other government exactly like it. It is a dual 
government. Most countries have a central government 
which exercises all powers of government throughout the 
country. This central government may be changed at 
general elections, but while it is in existence, it has and 
exercises all the power. That is the case in other demo- 
cracies, such as England and France. Subdivisions of the 
country have no powers which are not possessed by, or 
denied to, the central 
government, nor 1s 
the right of the cen- 
tral government to 
legislate, limited or 
divided. Thus, in 
England, Parliament 
may legislate on any 
subject, no matter 
how local. 

But our govern- 
ment is entirely dif- 
ferent. In the United 
States governmental 
powers are sharply 
divided between the 
Federal government 
and the government 
of the states. There 
are some powers 
which only the Fed- 
eral government can 
exercise, such as the 
coinage of money, the 
declaration of war 
and diplomatic nego- 
tiations with foreign 
countries. There are other matters in which only the states 
may act, such as prosecution for ordinary crime, education 
of youth and kindred matters. 

The reason for this duality of government is, of course, 
historical. When Richard Henry Lee introduced in the 
Continental Congress the resolution for independence, it 
was accompanied by a resolution that steps be taken for 
the formation of a confederation of the states. The Con- 
federation, which was little more than an alliance of inde- 
pendent states, soon proved unworkable, and the states 
sent delegates to a convention “for the sole and express 
purpose of revising the Articles of Confederation.” The 
delegates undertook to draw up an entirely new Constitu- 
tion. Because of the jealousies and conflicts of interest 
among the states and a sharp divergence of political theories, 
the delegates had to construct, not merely a competent 
government, but “a new kind of body politic, neither a 
centralized system on the one hand nor a league or con- 
federation on the other.” (McLaughlin, ““A Constitutional 

(Please turn to page 480) 
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Appraising the Townsend 
Plan 


From the Standpoint of That “Forgotten (Except for 
Taxes) Man”, the Investor and the Property Owner 


By Crarence F. Lea 
Member of Congress, First District of California 





_We have about 11,000,000 





We take pleasure in presenting 
this article by the Senior Member 
of the House of Representatives 
from California—the state in which 
the Townsend Plan originated. It 
takes political courage openly to 
combat a movement which has 
gathered so large a following not 
only in his own state, but through- 
out the nation, and which there- 
fore is political dynamite. We 


billion dollars. 


national income. 


In 1935 the national income of the 
United States was approximately 50 
The 24 billion dollars 
required to pay the Townsend pension- 
ers would be 48 per cent of the total 


people over sixty years of age. 
About 10,000,000 would probably 
qualify as eligible pensioners. The 
annual cost would be $24,000,000,- 
000, outside of the vast expense of 
administration. This would be 
equivalent to a per capita tax of 
$190 per year for each man, 
woman and child in the United 
States. 





The present per capita tax for 





admire Mr. Lea’s candor and the 
skill with which he exposes the 
fallacies on which this proposed legislation rests——EpITor. 





HE Townsend Plan proposes that every citizen over 
sixty years of age be paid a monthly pension sufficient 
to make his total income $200 a month, or $2,400 a 

year. Both husbands and wives are eligible. 

The pension is to be paid on condition that the benefi- 
ciaries refrain from all gainful employment, and spend the 
money within thirty days. 

The beneficaries of the Plan are entitled to the pension 
regardless of whether or not they need the money. 

The funds to pay these amounts are to be raised by an 
inheritance tax, a gift tax, an income tax and a transaction 
tax. It is also provided, in substance, that if these taxes are 
insufficient, funds may be taken from the Treasury, “sub- 
ject to reimbursement.” A “transaction tax” is the princi- 
pal reliance for raising the necessary funds. 


Cruel to the Workers 


One purpose of the Plan is to take care of the needy 
aged. The other purpose is to give money to the aged, 
regardless of their need and in excess of their need, to 
force its expenditure and thus “keep a constant demand for 
production and consumption.” 

Insofar as the Plan provides for the needy it is humane 
and commendable. Insofar as it would tax everybody, to 
give to others, regardless of their needs, or in excess of 
their needs, to force the expenditure of money, it is improvi- 
dent, wasteful and cruelly unjust to those who must provide 
the money. In this respect it proposes the use of the taxing 
power for an end not heretofore recognized as a legitimate 
purpose of taxation. 
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all purposes, district, municipal, 

county, state and Federal, is estimated at $122. If we add 
$190 to $122 it would make an average annual per capita 
tax of $312 for every man, woman and child in the 
United States. 

It would increase the present total tax of our people 
over 150 per cent. 

The amount of dollar bills required to pay this tax each 
year if placed end to end would make a solid line 2,250,000 
miles long, or ninety circles around the earth. 


Tax Would Exceed Income 


Invested capital in the United States produces a net 
average income of less than 4 per cent annually. To sup- 
port the Townsend Plan by invested capital, on that basis, 
would require $600,000,000,000. The total wealth of the 
United States, income and non-income property, is only 
about $300,000,000,000. The net income from all invested 
capital in the United States is insufficent to pay the Town- 
send Plan pension. 

The average expectancy of life at sixty years is about 
fifteen years. Under this Plan an average of $36,000 
would be paid a pensioner after he ceases to engage in any 
gainful employment. 

The average annual per capita income of the American 
people for the twenty years, 1910-1929, is estimated at 
$511.25. The average earnings of a person for the first 
sixty years of his life, at that rate, would be $30,675. The 
amount paid him under the Townsend Plan, during his 
idleness would be $36,000 or $5,325 more than the total 
earnings of his life for sixty years. Fifteen years of idleness 
would bring a greater reward than sixty years of industry. 

The income of the average citizen, 1910-1929, was $42.60 
a month. The Townsend Plan would pay a pension of 
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$200 a month, or more than four times that average indi- 
vidual income of our people who would not be pensioners. 
Last year the national income of the United States was 


about $50,000,000,000. The $24,000,000,000 required to 
pay the Townsend pensioners would be 48 per cent of the 
total national income. If the Plan had been in operation 
last year 8 per cent of our people, the pensioners, would 
have received 48 per cent of our national income. Ninety- 
two per cent of our people would have received the other 
52 per cent of the income. 

This year farm income of all the farmers in the United 
States is estimated at $8,000,000,000. Three times the total 
farm income of the United States would pay the Townsend 
pensioners for only one year. We have 30,000,000 farm 
population. At that rate if we had 90,000,000 farm popula- 
tion they would make money enough to support 10,000,000 
pensioners. 

A recital of these facts should be sufficient to show the 
impracticability and the impossible burden of the Townsend 
Plan. It is a vision, not a Plan. 


The Ruinous Transaction Tax 


The transaction tax is advanced as the means by which 
these magic sums of money are to be accumulated with “no 
great burden on anybody.” 

Debts are debts; taxes are taxes. They must be paid out 
of the earnings and savings of the industrious and the 
frugal. 

The taxes to be collected under the Townsend Plan are 
just as burdensome as taxes for other purposes. If the 
people of the country pay $24,000,000,000 more taxes they 
have that much less to spend for other purposes. 

The transaction tax is a repeating or cumulative sales 
tax, a consumers’ tax, a multiple sales tax, a pyramiding 
tax. It taxes the same property and the same labor over 
and over again. It taxes the tax. It is heartless and cruel 
in its operation. 


Childhood, youth, labor, poverty, sickness 
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and misfortune do not escape it. It is carried as a devastat- 
ing charge to the ultimate consumer. The 50,000,000 men 
and women who work for wages and salaries, and their 
dependents, the farmers and middle class people, must bear 
its burdens. When they buy food, clothing, fuel, carfare, 
medicine, or send Bobbie to a movie, they must pay tribute 
to this all inclusive transaction tax. 

Substantially all invested capital in the United States is 
engaged in supplying the necessities and the demands of the 
great masses of our people. Every tax imposed upon pro- 
ductive industry, or business transactions, adds to the cost 
of producing and distributing these goods, and must be 
paid for by the consumer. In 1930 we had 43,000,000 
children in the United States under 18 years of age. Their 
parents are young or middle-aged persons striving to 
advance the welfare of themselves and their families. That 
class would be the heaviest sufferers from the Townsend 
Plan, as they, the wage earners, the salary people and mod- 
est investors, would bear most of its burdens. 


Nothing Left for Investment 


Of course, the taxes necessary to the Townsend Plan 
would spell the end of investing by the masses of the people 
who now put so large a part of their savings into securities; 
because there would be no savings with half the national 
income taken away from the people and commanded to be 
spent immediately. The pensioners would spend their 
money in consumption and so there would be virtually no 
national savings—no accumulation of capital to offset 
depreciation or provide for growth. 

California has had a consumer's sales tax of 2/2 per 
cent. Last year it produced about $50,000,000. We have 
1/20 of the population and wealth of the United States. 
A similar sales tax over the whole country would produce 
only $1,000,000,000. A tax to pay the Townsend pension- 
ers must raise twenty-four times as much proportionately 

(Please turn to page 481) 
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Can the Railways Come Back? 
Yes: 


IF there is no increase 
in labor costs; 


IF inflation does not 


HE stock market has been more 
hopeful recently than for some 
time that the railways will 

“come back; but is still (at the middle 
of January) not very hopeful. Be- 
tween the climax of the bull market 
in September, 1929, and the bottom 
of the depression in July, 1932, aver- 
age prices of both industrial and rail- 
road stocks declined 90 per cent. The 
industrial average is now 39 per cent, 
the rail average only 23 per cent, of 
what they were in September, 1929. 

It is not surprising that there 
should be apprehension regarding the 
future of the railways. Statistics of various annual averages 
for the five years, 1926-1930, inclusive, and the five years, 
1931-1935, inclusive, given in the accompanying table, show 
they have suffered terribly during the depression. The de- 
cline in their average annual gross earnings was 43 per cent. 
They reduced their operating expenses almost 42 per cent, 
which included a retrenchment of 47 per cent in expendi- 
tures for all maintenance. In spite of such unprecedented 
retrenchments, their average annual net operating income— 
the amount of earnings available for fixed charges and divi- 
dends—declined almost 59 per cent. Average annual “net 
income” available for dividends in the first five-year period 
was almost $738,000,000; in the second five-year period, 
almost $8,500,000 less than nothing. 

Companies operating 74,512 miles of line, or 39 per cent 


boost operating costs; 


IF the gains in traffic 
of the past four months 
are continued. 


By Samugt O. DuNN 
Editor of The Railway Age 


Wabash. A number of other systems 
have been saved from admitting it 
only by government loans. 

The railroads have made some bad 
bankruptcy records before, however. 
Thirty-six per cent of their mileage 
went through bankruptcy during the 
depression of the seventies and 29 per 
cent during the depression of the nine- 
ties. A large part of them would have 
gone into bankruptcy in 1920 except- 
ing for government loans made to tide 
over their return to private operation. 
Each of these periods of great financial 
difficulty or disaster was followed by a 
period of solvency and greatly increased values of securities. 

The financial results of the railroad industry are subject 
to wide fluctuations for two important reasons. Because it 
has a huge plant to maintain, and must maintain service, 
a large part of its operating expenses, in the abzence of costly 
retrenchments of maintenance, is virtually fixed. Also, it 
has relatively large indebtedness and fixed charges. Consc- 
quently in a period of seriously declining gross earning. 
net operating income shrinks rapidly and “net income” 
much more rapidly. But for these same reasons, net operat: 
ing income, and especially “net income” available for divi 
dends, tend to increase with extraordinary rapidity in a 
period of increasing gross earnings. 

We have seen this tendency of an increase in gross earn- 
ings to cause a relatively much greater increase in net oper- 








of the total oper- ating income 
ated mileage of most. strikingly 
cm tig 9 in ‘ — — . illustrated three 
the hands of re- \ : 7 times during 
Sina atten Effects on the Railways of Five Years of the present de: 
or in process of re- Depression pression be- 
organization. Rail- Annual Average Annual Average Percent tween July and 
ways that have Five Years Five Years Decline October. 1932 
a chen at ee 1926-30 1931-35 “aig af 
‘ itted t eir Revenue ton-miles......... 427,233,956,697 268,427,115,085 37.2 monthly gross 
bankru ptcy in- Revenue passenger-miles... . $1,723,506,314 18,327,856,702 42.2 earnings in- 
dade such-im- Gross earnings................ $6,038,338,548 $3,424,414,825 43.3 creased 25 per 
portant systems Operating expenses.......... ; $4,421,698,908 $2,578,614,811 41.7 x d 5 * 
apron s : Total maintenance expenses.......... $2,024,553,474  $1,067,890,909 47.0 cent and net Oj 
as the Chicago & Net operating income........... $1,114,903,254 457,774,170 58.9 erating income 
North Western. Netinneme. <5..5.55....... $737,898,336  (Def.) $8,438,365  (*) from $12,000,000 
the Rock Island, Number of employees......... 1,663,896 1,052,864 36.7 to $64 000.000. 
ie ME anes Ks ve ee aaa $2,826,048,509 $1,632,200,617 42.2 433 a etee 
PaciGe. th Purchases—materials and fucl.............  $1,818,867,000 $566,215,000 57.1 <a See. 
acific, the New Capital expenditures...................... $811,926,000 $214,153,000 73.6 Between March 
Haven, the St. Freight cars ordered.................40. ; 71,148 12,499 82.4 and July, 1933, 
Louis & San Locomotives ordered..................---- 858 99 88.5 y i in- 
Francisco the Passenger care ordered.................... 1,676 101 94.0 ieee eo sil 
“vais SCO, ‘ (*) Average deficit in 1931-1935. creased 35 pet 
Seaboard Air . cent, and net 
Line and the — —— —— operating income 
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f and October, 1935, gross carnings 


$11,000,000 to $54,000,- 


increased 24 per cent and net op- | 
erating income from $27,000,000 
to $75,400,000, or 180 per cent. 





“Railroads Will Be Born Again” 


By JoszpH B. EastMAN 


Federal Co-ordinator of Transportation 


trations, but nevertheless illustra- 
tions, that usually all the railways 
need rapidly to come back finan- 
cially is a substantial increase in 
their gross earnings. A less ex- 
treme, but more timely and perti- 
nent, illustration is afforded by 
the contrast between their re- 
sults in the fall months of 1934 
and 1935. Their gross earnings 
in September, October and No- 
vember, 1935, were only 15 per 
cent larger than in 1934. In spite 
of basic wages 7!4 per cent 
higher, this 15 per cent increase 
of gross earnings caused an in- 
crease in net operating income 
from $122,000,000 to $186,000,- 


| 
| 
These are very extreme illus- | 
| 
| 


(Exclusive Statement for THE MAGAZINE OF WALL STREET) 


HE railroads 
. will not die, 

but I think 
they will be born 
again. Many must 
begin a new finan- 
cial life, through re- 





organization. All 
must bring new 
life into operation, 
equipment, service, 
and rates. Trans- 
portation was once another name for 
railroads — bu: not now. Rivals 


abound —-on the highways, on the 
water, in the air, and underneath the 


the verge of changes which will reach 
into every phase of rail service. In 
the process, the railroads are likely 
to become transportation companies, 
with all that the name implies. 

Change is seldom painless, and it 
will not be for the railroads. It will 
also throw a heavy strain on private 
capital. It may be that private capital 
will be able to stand the strain. That 
will depend, I believe, on the extent 
to which railroad trafic recovers with 
recovery in general business. There 
are those who think that the traffic lost 
to the railroads through the depression 
has, in the main, been trafic compara- 


000, or 53 per cent. 

The industry as a whole has 
failed to earn its fixed charges for 
four consecutive years. With net 
operating income of about $500,- 
000,000 in 1935, it failed to earn 
its fixed charges by about $15,- 
000,000. Some railways have 
earned them by substantial mar- 
gins; others have failed by mar- 
gins varying from narrow to very 
wide. Nevertheless, if recovery 
of general business should con- 


ground, 


change generates 
ertia is overcome, 


air-conditioned, 





Transportation is in a fer- 
ment of change, and the railroads must 
change along with the rest. 

In large ‘odies, like the railroads, 
slowly, but once in- 
proceeds with acceler- 

I believe the rail- 
roads are reaching the latter stage. The 
stream-lined, Diesel- 
electric trains are forerunners of what 
is to come. My guess is that we are on 


ating momentum. 


tively immune to the competition of 
other forms of transportation. They 
may be right. In that event, the earn- 
ings of the railroads may increase suf- 
ficiently to furnish an adequate basis 
for private credit. 
If the strain proves too great tor 
private capital, the Government will 
have to assume responsibility, in one 
form or another, for the railroads. On 
that point I venture no predictions. 





tinue as rapidly throughout 1936 
as it occurred during the last one- 
third of 1935, it would revolutionize the general railway 
financial situation. It would cause an increase in rail- 
way freight trafic and revenues almost proportionate 
to the degree of recovery. This would be accompanied 
by substantial increases in operating expenses, especially for 
maintenance. Experience indicates, however, that the man- 
agements could take these in their stride and that most rail- 
ways would secure net operating income that would cover 
their fixed charges and leave substantial and increasing 
amounts of net income. To state the matter more con- 
cretely, it seems reasonable to anticipate that if freight 
trafic should increase throughout 1936 relatively as much 
as it did during the last one-third of 1935, the railways as 
a whole would earn approximately $750,000,000 net operat- 
ing income in 1936 or 50 per cent more than in 1935, and 
an amount in excess of fixed charges almost equal to the 
increase in net operating income. 

This projection of recent trends is based upon certain 
assumptions. One is that there will be no legislation caus- 
ing large increases in operating costs such as that demanded 
by the labor unions for a 30-hour week. Another is that 
there will not be the beginning of a real inflation, which 
would substantially increase the prices of materials and fuel. 
Real inflation would be disastrous to an industry which 
would have to abide the slow process of government deter- 
mination of the rates it could charge while its unit operating 
costs were being rapidly increased. 

One important problem confronting the railways with 
which they were never before confronted in emerging from 
depression is that of outside competition. Their traffic 


for FEBRUARY 1, 1936 








losses to other carriers, especially by highway, have been 
large—larger than most statistical studies of the matter have 
indicated, and relatively larger during the depression years 
than before. There are four important factors in the prob- 
lem presented by this competition, (1) differences of regula- 
tion, (2) differences in labor costs, (3) subsidization of all 
carriers excepting the railways, and (4) differences in 
speed, frequency and convenience of service. The im- 
portance of the first two factors will be reduced gradu 
ally by the new Federal regulation of buses and trucks— 
that of differences of regulation much more, however, than 
that of differences of labor costs. Little or nothing is being 
done to reduce the subsidies of carriers by water and highway. 
The effects of differences of speed, frequency and con 
venience of service are being reduced already. Store-door 
collection and delivery of freight is being widely established 
to better meet truck competition. Air-conditioning of passen- 
ger cars is attracting many passengers back to trains. Reduc- 
tions of passenger fares, especially in the West and South, are 
proving effective. The more sensational improvements in pas- 
senger service have included the installation of new and light- 
er trains, both steam-powered and Diesel-powered, and in- 
creases of speeds throughout the country. Within the last 
year schedules between Chicago and New York have been 
reduced 1% hours; between Chicago and the Twin Cities 
2 hours 20 minutes; between Chicago and Portland, Ore. 
20 hours; between Chicago and Jacksonville, Fla., 3 hours. 
The present scheduled times between Chicago and Los 
Angeles will soon be reduced 12 hours and between Chi- 
cago and Denver 13 hours. (Please turn to next page) 
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The most in- 
teresting railway 
high-speed pas- 
senger service 
laboratory in his- 
tory, because of 
differences in the 
kinds of equip- 
ment used, has 
been provided 
within the last 
year by the 
Northwestern, 
the Burlington 
and the Milwau- 
kee roads _ be- 
tween Chicago 
and the Twin | 
Cities. The | 
Northwestern 
put its “400” in 
service first with 


standard equip- 
ment and an 
overall average 


speed of 62.7 
miles an hour. 
The Burlington 
placed in service 
its “Zephyrs,” | 
which are Diesel- | 
powered, light- 
weight ar- 


ticulated and 
streamlined, and 
average 66.3 
miles an_ hour. 


The Milwaukee's 
“Hiawathas” are 





Railroads’ Prospects Depend 


on Congress 
Statement by J. J. PELLEy 


President, Association of American Railroads, 
for THE MaGAZINE OF WALL STREET 


EPORTS from 

the Shippers 

Regional Advi- 
sory Boards forecast in- 
creased railroad ton- 
nage for at least the 
first quarter of 1936. 
Because of efficiencies 
and economies which 
the railroads have been 
able to effect in recent 
years they are in posi- 
tion to translate gross revenues 
into net income to a greater ex- 
tent than heretofore. Volume of 
business, as always, is a major fac- 
tor in railroad results. 
_ We have been encouraged by 
the passage of the Federal Act 
to Regulate Motor Carriers. 
Pending in the present Congress 
are two other measures looking 
in the direction of equal treat- 
ment. The Pettengill Bill pro- 
poses to relax the hampering re- 
striction of the long-and-short- 
haul clause which applies to rail- 
roads only. The bill to regulate 
carriers by water in domestic 





commerce proposes reg- 
ulation somewhat com- 
parable to that now ap- 
plied to railroads and 
motor carriers. Passage 
of either or both of 
these bills will be of 
material assistance in 
the proper develop- 
ment of transportation. 

Pending, however, 
are measures such as 
the short train, excess crew, and 
six-hour-day bills, the passage of 
which will disastrously increase 
railroad operating costs without 
gain in safety, service or revenues. 

It is obvious, therefore, that the 
railroad future is to a consider- 
able extent dependent upon con- 
gressional action. The railroads 
have achieved a high degree of ef- 
ficiency and economy in their op- 
erations. If governmental action 
gives them full opportunity to 
meet competition and to enlarge 
their volume, their prospects for 
the future are by no means un- 
favorable. 





of about 1,000 
miles, will be 65.5 
miles an_ hour, 
and between 
Omaha and Den- 
ver, a distance of 
more than 500 
miles, about 7 0 
miles an hour. 
The railways 
lost two-thirds of 
their passenger 
business between 
1923 and 1933. 
It increased in 
both 1934 and 
1935, the in- 
crease in earnings 
from this source, 
in spite of reduc- 
tions of rates, be- 
ing about 8 per 
cent in 1935 as 
compared with 
1933, or $26,- 
000,000. The 
gain is compara- 
tively small, and 
has been partly 
due to im- 
provement in 
general business. 
It is important, 
however, because, 
as there was no 
“Century of 
Progress” exposi- 
tion in 1935 to 
stimulate travel, 
it shows the long 
downward trend 
has been arrested; 











steam - powered, 
stream - lined 
trains with cars 


of standard di- 


mensions, but of new types and lighter weights, and average 


63 miles an hour. 


(The differences in average speeds are 


due to making the same scheduled time between the same 
points over different mileages.} During June and July (the 
first two months during which all of the new trains were 
running) the “400” carried an average of 128 passengers, 


the Zephyrs an average 
of 70 and the Hiawathas 
an average of 290. Dur- 
ing the seven months 
ending December 31, the 
Hiawathas carried an 
average of 320. 

The scheduled time of 
the Union Pacific’s 
Diesel-powered, stream- 
lined, articulated “City 
of Portland” between 
Chicago and Portland, 
Ore., a distance of 2,272 
miles, is about 57 miles 
an hour. The average 
speed on the new sched- 
ules of trains to be placed 
in service within a few 
months between Chicago 
and Denver, a distance 
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and undoubtedly 


it has been arrested mainly by changes in service and rates 
made to recover traffic. The new types of trains that have 
been put in service, both steam-powered and Diesel-powered, 
and the increases in speeds throughout the country, have 
caused a remarkable revival of interest in the railroads as 
passenger carriers, and most of the new trains have been 
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remarkably well patron- 
ized. It is impossible to 
say how much traffic 
they have attracted from 
other carriers and from 
other trains operated 
over the same lines. But 
the trend of travel by 
railway at last is clearly 
upward. 

How much of the traf- 
fic, both passenger and 
freight, that the railways 
have lost to other carriers 
they will recover is con- 
jectural; but in view of 
their present and pros- 
pective activities it seems 
a safe prediction that as 

(Please turn to 
page 479) 
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Du Ponts U.S. Rubber 


Major Operations on Financial and Physical Set-Up 
Rejuvenate This Great Tire and Rubber Company 


By LaurRENCE STERN 


O this day it is not entirely clear 
why the fabulously rich du Pont 
family went quietly into the stock 

market in the winter of 1927-1928 and 
bought control of the United States 
Rubber Co. 

It is true that on casual inspection 
most eyes would probably have re- 
garded it as a pretty good company. 
It had for years been doing a business 
of nearly $200,000,000 annually. It 
had reported profits in every year of 
its existence or since 1892. It had 
regularly paid $8 on its preferred stock 
for more than twenty years and this 
issue for most of that long period had 
sold as high as par or better. 

But it is difficult to believe that the 
du Ponts ever bought anything on 
casual inspection. To do so simply 
would not square with the industrial 
genius and financial shrewdness of the 
family which built up the vast E. I. U. 
du Pont de Nemours & Co. and which 
had the wisdom in the year 1920 to 
swap a goodly share of its World War 
profits for a large stake in General Motors at a bargain price. 

More likely, the du Ponts had at least an inkling of some 
of the weaknesses of the newcomer in the family roster. If 
not, they soon found out. 


A Patient in Bad Shape 


The fact is that the United States Rubber of that time 
could be accurately likened to a man who appeared reason- 
ably healthy, but who was close to the point of being floored 
by a combination of organic ailments that had been gnawing 
away insidiously at his vitals for years. A volume could 
be written about those ailments and their causes. Suffice 
it to list a few of them briefly, as follows: 

The company had wildly over-expanded its facilities, buy- 
ing out competitors right and left—especially between 1913 
and 1920—with insufficient regard either for the efficiency 
or the geographical location of the properties acquired. In 
this fashion it came to possess something over forty factories, 
some of which it did not bother to operate, and more than 
thirty subsidiaries, many of which, in turn, owned additional 
subsidiaries. 

This sprawling aggregation ran heavily to obsolete and 
inefficient production equipment and methods—so much so 
that even under favorable conditions it could show a gross 
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operating profit, before fixed charges 
and depreciation, of only some 8 per 
cent on sales, as compared with 16 per 
cent for Firestone and nearly 13 per 
cent for Goodrich; so much so that in 
the best years, after inventory adjust- 
ment, it could show net earnings of 
only a bit over 3 per cent of sales, 
against 7 to 8 per cent by its chief 
competitors. 

Moreover, the realism of its account- 
ing methods left something to be de- 
sired, and, finally, it appeared to have 
a strange yearning for debt. It would 

‘borrow ten or twenty millions from 
the banks, buy a few more factories, 
then float some bonds and pay off the 
banks. It repeated this process, with 
occasional intervals of repentence and 
temporary debt reduction, until at the 
close of 1927 it had accumulated a total 
debt of more than $141,000,000 in 
bonds, short-term notes and bank loans, 
the annual interest on which amounted 
to more than $6,290,000. 

In short, what du Ponts bought con- 
trol of was an industrial edifice plastered with a huge 
mortgage, shot through with dry rot and sadly in need 
of radical renovation from foundation to roof. Besides 
all that, the edifice was located in a not particularly 
desirable neighborhood—to wit: in an industry overbuilt 
and given chronically to the most chaotic of cutthroat com- 
petition, lacking control of its raw material and subject to 
fluctuations of nightmarish violence in the price of that 
material. 


And Then the Depression 


The above brief diagnosis concerns things as they were in 
late 1927 and early 1928. As everyone now knows, there 
was far worse to come. Whether or not du Ponts were 
aware of all the infirmities of United States Rubber, neither 
they nor anyone else anticipated the storm that was to break 
late in 1929 and rage with increasing violence through 1930, 
1931, 1932 and on until March, 1933. 

Even before the depression the bottom had fallen out of 
the rubber market, with the collapse of Great Britain’s fatu- 
ous effort to control this commodity; and in the depression 
the bottom fell out of consumption. From a stratosphere 
flight to $1.20 a pound in the summer of 1925 rubber slid 
down, down, down to the pathetically ridiculous price of 
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2 cents a pound in June, 1932, depression bottom. 
Under the first year of du Pont management, United 
States Rubber reported its first deficit, a little matter of 
$10,781,000; and by the close of 1932 had run up a cumu- 
lative deficit of more than $52,000,000. The common stock, 
which had sold as high as 67!% in 1927—-and which was 
rumored to have stood the du Ponts an average of more 
than $50 a share for their holdings—tailspinned down to 
1% in 1932. The $8 preferred stock, which had topped 
111 in 1927, didn’t stop until a fire sale quotation of 3!% 
found a taker. The first mortgage bonds sold as low as 
28 cents on the dollar. The company’s sales meanwhile 
had fallen from 
$193,480,000 in 


reminded that the Baldwin of that time was a model of 
good financial management. 

So much for the surgeons. Now watch the scalpels 
closely. Slash! Out go half a dozen obsolete factories. 
Slash! Out go a dozen factories. Slash! Out go thirteen of 
the fourteen boot and shoe plants, with more and better 
facilities shifted to the remaining*plant, which is rendered 
fully capable of handling the entire volume. Slash! Out 
of the balance sheet go a couple of dozen miscellaneous 
subsidiaries and sub-subsidiaries. Slash! Off the payroll 
goes a flock of deadheads. Slash! Out goes a mess of 
obsolete equipment in remaining factories to make way 

for the last word in 
mass _ production 








1927 to only $78,- | 
300,000 in 1932. 
Thus in that par- 
lous year 1932 one 
would have _ had 
considerable justifi- 
cation for assuming, 
on casual inspection, 
that the famed du 
Pont management 
had not’ been par- 
ticularly helpful to 
United States Rub- 
ber and would be 
hard pressed to 
keep it out of re-, 
ceivership—a_ threat 
by no means remote 
as suggested by a 
market price of 21 
for the company’s 


FUNDED DEBT & 
BANK LOANS 


IN MILLIONS OF DOLLARS 
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AN IMPROVING POSITION 





equipment and as- 
semblies. Slash! 
Out goes unwieldy, 
| centralized manage- 
| ment and in comes 
decentralized, de- 
‘ partmentalized —in- 
dustrial organiza- 
tion, du Pont style. 

All by no means 
as simple as it 
sounds, all taking 
several years to ac- 
complish, all costing 
a good many mil- 
lions of dollars. As 
for the result, let 
the operating profit 
margin tell the 
story, the margin 
J between gross reve- 











short-term 6!4 per 
cent notes. 

But again casual inspection would have been wrong, 
for the United States Rubber of 1932 had already under- 
gone a series of major surgical operations at the hands of 
new and able executives and in its structural attributes 
actually had become a better company than the United 
States Rubber of 1927. 

Accordingly, it is worth while at this point to have a 
look at the doctors and consider briefly the treatment they 
utilized. 


The Doctors Get Busy 


Doctor No. 1 was—and is—Francis B. Davis, Jr., a husky 
six-footer, turning forty-five years of age when he took the 
helm of United States Rubber in 1928, with some nineteen 
years of experience behind him as a du Pont executive in 
various capacities, among them the building for du Pont 
of the great Hopewell munitions plant. For a time he 
built forgings for du Pont’s half-brother, General Motors, 
then back to direct du Pont’s Viscoloid unit and thence to 
United States Rubber, knowing little or nothing about 
rubber but plenty about industrial organization. 

Doctor No. 2 was—and is—William de Krafft, lean, 
trim, precise, who also knew nothing about rubber, but 
who can look at a balance sheet and tell you instantly that 
two-plus-two can not equal five under any circumstances— 
a bit of knowledge that United States Rubber apparently 
needed to have. Mr. de Krafft had been associated with 
the Baldwin Locomotive Works for more than thirty years, 
for a decade had been that organization’s vice-president in 
charge of finance and, as such, right-hand man to Baldwin's 
president, Samuel Vauclain. Possibly it may surprise some 
readers, as they perceive Baldwin's present status, to be 
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nues and manufac- 
turing, selling and 
administrative costs, the margin out of which must come 
fixed charges, provision for depreciation, sundry reserves and 
net profits, if any. 

In 1927 that margin was 8.5 per cent for United States 
Rubber, 12.5 per cent for Goodrich and 16.5 per cent for 
Firestone. In 1934 it had risen to nearly 10 per cent for 
United States Rubber and had declined to 7.7 per cent 
for Goodrich and to 12 per cent for Firestone. For the 
latter two, of course, the decline was a depression phe- 
nomenon, which means that United States Rubber would 
make a much better showing under normal volume.’ Ex- 
pressed otherwise, gross manufacturing profit was only 
8.5 per cent on sales of $193,480,000 in 1927, but was 
nearly 10 per cent on sales of only $105,476,000 in 1934. 


Reducing the Debt 


We have outlined above only one series of operations, cen- 
tering on physical facilities, methods and organization. Simul- 
taneously, finances had to be put in order and the swollen 
debt of the company had to be pulled down. This is not 
something that any corporate doctor can do with a vicious 
slash of the scalpel, if he would avoid bankruptcy and 
default. The only methods, short of repudiation, is the 
painful one of tightening the reins, cutting the corners, 
liquidating unneeded assets for cash, cutting down inven- 
tories and receivables and paying off debt bit by bit. 

In major degree, this was the method used by the present 
United States Rubber management, with the result that the 
company’s indebtedness as this article is written is approxi- 
mately $62,000,000, as compared with $141,803,000 at the 
close of 1927, a reduction of some $79,803,000 during 
eight years of depression in the rubber business and a cut 
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of, roughly, $3,000,000 a year in interest burden. How, 
one may ask, could this be done, when during those eight 
years the company reported an aggregate deficit in excess 
of $52,000,000? 

The first step was to issue and sell to shareholders 728,412 
additional shares of common stock at $35 per share in 1928, 
raising the outstanding issue to 1,538,412 shares. This bit 
of corporate arithmetic provided approximately $26,000,- 
000, practically all of which was used to pay off bank 
loans. 

This still leaves a debt reduction of some $53,000,000 
to explain and the explanation is, first, that most of the 
huge cumulative deficit of the period 1928-1932 repre- 
sented inventory write-downs, which are bookkeeping 
adjustments rather than a drain on cash; and, second, that, 
the bulk of the money used in debt payment came into 
being by the simple device of liquidating boom-time inven- 
tories and pulling down accounts receivable. 


U. S. Rubber Today 


And so we come to the United States Rubber of today. 
Its capitalization is approximately $62,000,000 in funded 
debt, 651,091 shares of $8 preferred stock which is neither 
callable nor cumulative and on which nothing is being paid 
or will be paid for some time; and 1,464,371 shares of no 
par value common stock. Working capital, including 
nearly $12,000,000 cash, totals slightly more than $40,000,- 
000. This is adequate for present needs, but in the nature 
of the business it will unquestionably be the aim of the 
management to build liquid resources substantially higher 
over a period of time. 

The company issues only aggregate sales totals, but its 
business is about 40 per cent in tires, with the remainder 
in industrial rubber products, rubber footwear and a host of 
miscellaneous items, with industrial belting and garden 
hose ranking high in importance. 

As would be expected of any du Pont enterprise, research 
figures prominently in 
the company’s scheme 
of things and this 
department in the 
depths of the depres: 
sion produced one big 
hit in “Lastex,” the 
product which makes 
possible the “two- 


way’ stretch in 
girdles and other 
garments which we 


see intimately adorn- 
ing beautiful femi- 
nine figures in many 
gravure and magazine 
advertisements. Sales 
of “Lastex” are not 
reported, but are be- 
lieved to be running 
around 2,000,000 
pounds a year at a 
price of approximate- 
ly $3 a pound. Thus 
its sales do not loom 
large in the com- 
pany’s business, but the profit is probably in excess of 
$1,000,000 a year and should be capable of important 
growth. 

United States Rubber sales for the first half of 1935— 
the latest interim statement available at this writing— 
totalled $57,722,000, as compared with $52,495,000 in the 
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Tires on the Way to Vulcanizing Process 


Net profit amounted to $658,580 for 
this period, or a trifle more than $1 on the preferred 
stock, and compares with profit of only $26,588 in the first 
half of 1934. 

Up to this point we have examined only the internal 


first half of 1934. 


status of this enterprise. That is vital in relation to profit 
possibilities, but equally vital—if not more so—are the 
external factors over which no management can exercise 
control. These externals are peculiarly difficult and com- 
plicated in the rubber industry. Consideration of them 
takes us briefly into such matters as the sources of the raw 
naterials used, their price and the effort to control it, 
world stocks, trends of consumption and competitive 
pressures. 


The Raw Materials 


Rubber and cotton are the primary raw materials. The 
latter is in plentiful supply at home, always subject to the 
vagaries of the weather and in recent years subject also to 
the vagaries of crop control schemes and Brain Trust plan- 
ning at Washington. This price, however, is usually more 
stable than that of rubber. Elimination of the processing 
taxes will be helpful to the rubber industry, provided equal 
imposts are not renewed in the form of excise taxes. 

Rubber is by far the more troublesome end of the raw 
material conundrum. Overproduction, actual or potential, 
is chronic. Great Britain in 1925 thought for a time that 
she had this problem by the tail, erroneously assuming 
that production control in British Malaya under the Steven- 
son plan meant production control for the world. It didn’t. 
The Stevenson scheme shot rubber up from 34 cents to $1.20 
a pound—and started the plantation owners and, especially, 
the natives of the Dutch East Indies, feverishly planting and 
tapping rubber trees. The price promptly collapsed. 

Now a second and elaborated “five-year plan” is being 
tried. An international committee sets production quotas 
for Malaya, Dutch East Indies and various much smaller rub- 
ber-producing coun- 
tries and fixes per- 
missible export per- 
centages of the quo- 


tas. In an effort to 
control these  per- 
centages the Dutch 


sock their native East 
Indians with a heavy 
“export tax,” these 
stubborn _ individuals 
being at present the 
chief threat to the 
plan and, from their 
point of view, with 
much logic, since they 
can produce rubber 
both more efficiently 
and more cheaply 
than most European- 
owned plantations. 
There is no point 
in conjecture as to 
whether the present 
control will succeed. 
Under it the price of 
rubber has been relatively. stable over the past year within 
a range mainly between 11 and 13 cents, at which the more 
efficient plantations can make modest profits, but the longer 
results remain to be seen. World stocks are reported some- 
what reduced, but there are no irrefutable statistics. 
(Please turn to page 478) 
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q What Are the Veterans Going to 
Do with Their Money? 


q Where Will the Effect Be Felt of an 


Expenditure of a Billion or More? 


Business and the Bonus 


By Ray Murpuy 


National Commander, The American Legion 


HE premise of this article is the law which now orders 
the practically immediate payment of the Adjusted 
Service Certificates, commonly referred to as the 

“bonus.” To discuss the economics of the subject, there- 
fore, it is important that we should know in general what 
the law provides. For the sake of brevity, and to minimize 
the chances for misunderstanding, I shall refer to the certi- 
ficates as “the bonus.” Not that I make any concessions to 
those who have used the term in an effort to harm the veter- 
ans’ cause, but rather because I accept the proper definition 
of the word—a reward for especially meritorious service— 
in this case, to the nation. 

The Adjusted Compensation Act of 1936, as the law 
has been titled officially, provides (1) that the certificates 
are payable immediately after June 15, 1936, at full face 
value, less the amount of loans against them, if any; (2) for- 
gives unpaid interest upon certificate loans accrued since Oc- 
tober 1, 1931. (3) 
orders payments to pare 





bond for each $50 that is owed him, plus a check covering 
the odd amount above multiples of fifty. 

These bonds are not negotiable in the ordinary manner. 
They can not be turned over to any buyer for cash. This pro- 
vision protects the veteran and the Government alike against 
speculation in a most prized type of security. Each bond 
bears interest at the rate of 3 per cent per annum, beginning 
June 15, 1936, but to draw interest the veteran must hold 
his bond at least until June 15, 1937. The maturity date of 
the bonds is June 15, 1945, which is the same year, but some 
six months later, than the original adjusted service certifi- 
cates were to have matured. 

For the veteran who is in need, however, or the veteran 
who desires for any purpose to spend his money immediately, 
the law provides a simple method. He may take his bonds 
to any one of a number of designated government agencies— 
a post office or, perhaps, a veterans’ facility—and receive cash 

for the face amount 
— of any or all of 








be made in the 
form of United 
States bonds under 


certain specific re- 


How BONUS PAYMENT COMPARES TO OTHER 
LARGE GOVERNMENT EXPENDITURES 


(BASED ON PROPOSED 1937 FISCAL YEAR BUDGET) 


them. He can do 
this the minute he 
receives his bonds, 
or he can do it at 
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W TOTAL COST OF THE BONUS UP TO 1945 ESTIMATED AT $2,500,000,000 
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I do, a vast lay will approxi- 
number of them | mate one billion 
will take advantage Allocation of Bonus Expenditures dollars, rather than 
of the inducement the $2,000,000.000 
the Government Individual All Certifcate of Total Bonus the country has 
ofers in the form See wie eer || ben old this ray 
oO f interest, an d penditure for iture for Pur- for Purpose rpose ment would cost. 
will keep their Bt wee pene — indicated —" This estimate was 
bonds. The diffi Pay old bills and debts... ... 1,897,836 53.94 $623,615,793.86 31.363 based upon the 
culty is that many Build new house.......... 160,264 4.56 92,451,003.81 4. 650 fact that the 
persons have been Repair present house... 1,131,450 32.16 ©—:167,641,899.37 8.426 United States lite 
led to believe that Buy home, homesite or farm. 508,689 14.46  227,987,773.93 11.466 Insurance — reserve 
veterans are irre- Buy house furnishings, furn- fund has liens up- 
sponsible black- iture, rugs, etc.......... 1,276,897 36.30 116,556,355.20 5.862 on the adjusted 
guards. The truth Buy electric or gas refriger- service certificates 
is that the major- “ee ee 175,413 4.99 21,234,632. 60 1.068 to the extent of 
ity of veterans are Buy oil or gas furnace...... 59,685 1.70 9,037,103.08 454 about $500,000,- 
responsible men BGG CONN oe cascode cases 2% 153,062 4.35 8,761,112.04 441 000. for which 
with families; some Buy clothing for self....... 2,638,146 75.00 51,553,569. 50 2.592 will be substituted 
of them are lead- Buy clothing for family... . 1,913,647 54.40 88,342,740. 45 4.442 | other special gov- 
ing business men Buy p ger_aut bil 323,922 9.21 108,561,859.75 5.460 | ernment oO b ] i ga- 
and industrialists Diy GCKS ceeds aeons 44,967 1.28 14,154,571. 62 712 tions, thus requir- 
in their communi- Buy automobile tires and ing no present cash 
ties; many are less ROCOMBONSON S 5 5:5:0:0:6:8;0-0.0;0 223,757 6.36 5,866,633. 82 .295 outlay for that 
fortunately situ Buy farm implements..... . 220,115 6.26 43,821,038.16 2.204 purpose, and that 
ated financially, vo "i own business..... 365,644 10.39 133,340,389. 20 6.706 ap proxim ately 
vest in securities, savings Tave ga eee 
= pte pee aa iaee.......-., 846,187 24.05 —«177,777,581.59 8.941 | bi ot Pires cea 
self-respecting oak, tte ae 115,231 3.28 17,855,931. 58 .898 es as ealanaie 
: Miscellaneous............ 263,161 7.48 79,931,312.44 4.020 : ae : 
zens. Of course, other $500,000,00' 
some veterans are = — might reasonably 
irresponsible. The be expected to 
war made some of keep their certif- 
them that way; others would have become so regardless of the cates. Under the present law, I believe this estimate is con- 


war. The intelligence quotient of the average, however, 
would rate favorably with that of other classes of citizens. 

The second purpose is that it removes a vexing and con- 
troversial issue from public and legislative consideration that 
otherwise would not down. Instead of having a promissory 
note payable in 1945 for a service that was completed in 
1918, the veteran is entitled to hold instead, the equivalent 
of cash. It is beside the point to argue that the veteran is 
entitled to neither. The Congress contracted a debt with 
the veteran when it passed the World War Adjusted Com- 
pensation Act in 1924. Settlement should have been made 
at that time. If it had been, much debate and uncertainty 
would have been spared all of us. 

In effect, the law sets up a refunding operation of a recog- 
nized government debt. No one will deny that the debt 
existed, regardless of opinion as to the merits of the original 
legislation. 

The point is that this is not a new liability or a new ex- 
penditure. As against the necessity of financing that part 
of the liability which may be liquidated before 1945 are to 
be set off credits against relief charges, the discharge of 
frozen trade debts and the addition of possibly as much 
as a billion dollars to the Nation’s purchasing power at a 
time (a time of business convalescence) when it may be far 
more potent for the general economic welfare than it would 
be in 1945. 


Immediate Outlay a Billion Dollars 


The immediate question that arises in .considering the 
economics of the law is: How much will it cost the Govern- 
ment now? No one can answer that question specifically. 
We can give honest estimates, however, on the basis of 
study and experience. I believe all of us can agree that this 
law carries less present cost than any measure that could 
have become law. My opinion is that the present cash out: 
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servative: I feel confident that the great majority of veterans 
who are not in actual need will hold these bonds as excellent 
investments. 


What the Money Will Do 


Let us consider briefly the distribution of this money. No 
other medium possibly could make a more even distribution. 
If every dollar of the amount due were spent immediately, 
approximately $1,923,000,000 would be distributed to every 
city, county and community in the country. This distribu- 
tion literally would be upon the basis of population. In the 
deep South, for instance, Alabama would have approxi- 
mately $26,888,000 distributed among all of the counties of 
that state. In the far north, Maine would receive $12,121. 
000. In the Middle West, $41,000,000 would be distributed 
in Iowa. The Northwest’s Minnesota would receive $52, 
789,000, while out on the Pacific Coast, $122,000,000 
would go to California. These are but examples. Intc 
every state in the union will go, in equal proportion, fresh 
money to keep the pump of business primed. 

We need not waste time pondering whether the veterans 
who cash their bonds will spend the money. Obviously, if 
they do not spend the money they will keep the bonds. How 
they will spend the money is, however, a matter of import- 
ance to the business man. I shall not presume upon your in- 
telligence by asserting that some of the veterans will not 
waste their money—that some part of it will not go to what 
we might term improper uses. This will, however, consti- 
tute a very small—an almost negligible—per cent of the 
whole. We can speak with confidence upon this subject be- 
cause we have a reasonably accurate barometer upon which 
to base our statements. 

In anticipation of the payment of the bonus, The Ameri- 
can Legion conducted a nation-wide survey to determine 

(Please turn to page 476) 
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Sunrise Over Hollywood 


OLLYWOOD became 
aware that business 
conditions were im- 

proving long before the rest 
of the land began to suspect 
the upturn. This was be- 
cause while the attendance 
at picture theaters in Lorain, 
Ohio; Birmingham, Alabama: 
Bath, Maine; Pendleton, Ore- 
gon, or Pine Bluff, Arkansas, 
began to pick up in those 
respective communities 
months ago, the general busi- 
ness conditions had not ex- 
hibited the same _livening 
symptoms, and the theater 
business was but a small part 
of the general community 
income. But out in Holly- 
wood the receipts of all those 
theaters in all those towns 
began to combine into a 
sturdy river of cash. 

A year ago theater attend- 
ance throughout the land 
was nothing to become hys- 
terical about. Six months or 
so ago the total weekly at- 


The Movies Draw 95,000,000 Customers a 
Week, Against 60,000,000 Six Months Ago 


By C. F. Morcan 








Sponsors of Some of the Recent and 
Current Hits | 


Loew’s (MGM) Mutiny on the Bounty 
David Copperfield 
China Seas 
A Tale of Two Cities 
A Night at the Opera 
Naughty Marietta 
Ah Wilderness 








Twentieth 
Century—Fox Curly Top 
The Littlest Rebel | 
Steamboat ’Round the Bend 
In Old Kentucky 
RKO Top Hat 
Paramount The Crusades 
Lives of a Bengal Lancer 
Columbia She Married Her Boss 


Love Me Forever 


G-Men (First National) 
Captain Blood (First National) 
A Midsummer Night’s Dream 


Warner Bros. 


Universal Magnificent Obsession 


Diamond Jim 


Les Miserables 
Strike Me Pink 


United Artists 








a lot of things about that 
same picture business—among 
others that just because ideas 
get on a film it does not 
logically follow that a huge 
profit results, and picture 
makers have discovered that 
contrary to their long cher- 
ished belief, the picture busi- 
ness is not exempt from basic 
laws of business. Like other 
forms of education all this 
has not been unaccompanied 
by pain, but the net effect 
has been tremendously help- 
ful. 

There is the case of Co- 
lumbia Pictures Corp., for 
example. Following its glean- 
ing of six or seven awards 
from the Academy of Motion 
Picture Arts & Sciences a year 
ago, Columbia felt sure it had 
a sure-fire system. Its prosper- 
ous condition was reflected to 
its stockholders. But Colum- 
bia has not quite been bat- 
ting .300 in the past year and 











tendance had moved up from | 


considerable caution is being 
se —— mixed with its plans. 











some 60,000,000 weekly to 
a little better than 80,000,- 
000 and today the official figures for the nation show that 
close to 95,000,000 people each week step up to the box 
office and slide their silver over to the blonde behind the 
glass partition. So Hollywood feels that it is quite possible 
now to build that new swimming pool, or revamp the 
sunken terrace or lay out a new private nine-hole golf 
course. The dollars are flowing rather freely once more 
and the stars’ agents are taking a rather more cocky atti- 
tude with the producers when it comes to contract renewal 
discussions. Jewelry, car, fur and other luxury sales are 
lifting, lifting, week by week in Hollywood, and the entire 
industry is convinced that Herbert’s famous corner around 
which prosperity lurked for so long has been reached. 


Live and Learn 


And some rather interesting things are occurring as result 
of the arid period so happily just past. Bankers who have 
spent anxious nights about their picture paper have learned 


446 


Then the combination of 
20th Century Fox has been 
working out quite nicely. Young Mr. Zanuck spends 
production money rather more freely than Mr. Cohn, 
but he manages to ring the target bell with agreeable fre- 
quency. At any rate, the company now plans to retire a 
modest flock of 6 per cent debentures within the next 
sixty days or so and to handle the retirement out of treasury 
funds without refinancing. 


Turning Out Hits 


The new deal by which RKO is cut loose from RCA 
has import according to one’s point of view. This studio's 
pictures have improved in the last year and their Fred 
Astaire and Katherine Hepburn offerings have given them 
a stability which must be reflected in their securities. 
MGM's series of knock-outs—“David Copperfield,” ‘“Mu- 
tiny on the Bounty” and “A Tale of Two Cities” have 
strengthened the company’s position tremendously. 

There has been a deal of quiet planning for shuffles in 
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the film domain. For 1 _ 
stance, it was a jolt when 
Sam Briskin and Harry 
Cohn agreed to part, and 
there was some brow lift- 
ing in speculation as to 
how well Columbia would 
get on without Mr. Bris- | 
kin. As this is written he 
has jumped into the RKO 
pool, swinging and splash- 
ing and that studio's ther- 
mometer rise has lifted the 
temperature of all Gower 
Street. 

Paramount is something 
of a “dark horse,” recently 
emerged from drastic reor- 
ganization and not yet fully 
shaken down under its new 
management. Its financial 
house has been put in ex- 


Will Rogers 
| Clark Gable 


Claudette Colbert 
Dick Powell. . 
Wallace Beery.. 
Joe E. Brown 


| Joan Crawford. 
| 





Stars with the Biggest Box Office 
Pull* hundreds of thousands and 


(in the order of their popularity) 
| Shirley Temple...Twentieth Century—Fox 
.. Iwentieth Century—Fox 
A eed Loew’s (MGM) 
Fred Astaire and Ginger Rogers...... RKO 


James Cagney............4.6. Warner Bros. 


* From Motion Picture Herald poll of independent exhibitors. 


the result: alienated theater- 
goers have been attracted in 


the producers have been en- 
couraged to make some 
really fine pictures which 
have proved of inestimable 
value in attracing patronage. 
“Magnificent Obsession”’ 
which frankly topped a mil- 
lion to produce will return 
every cent of its cost with a 
Columbia | handsome profit. “Mutiny 
Pet Dien | on cod meg = show 
a startling profit from its 

Loew's (MGM) | English ciadikins alone. 

“A Tale of Two Cities” is 
| going great guns; “Lives of 
| a Bengal Lancer” has reaped 
profits wherever shown, and 
such offerings as “The Gay 


Loew’s (MGM) 


.Warner Bros. 








cellent order. Indeed, con- 
sidering the magnitude of 
the debts thrown overboard, one must conclude that the 
management would have to be very, very dumb not to make 
some money. As a matter of fact, the company has already 
turned its back on the red ink. Whether its profits will be 
big or moderate depends on operating and personnel adjust- 
ments yet to be completed and, in still greater part, on its 
success or failure in ringing the bell with reasonably con- 
sistent box office hits. The latter, after all, is a delicate art, 
rather more than a matter of business and finance. 


It Pays to be Good 


The Warner situation lends considerable encouragement 
to the motion picture scene. Last year the company’s opera- 
tions were decidedly written in pinkish figures, but this 
year there is profit to be reported and a good sizable profit 
too. My guess is that stockholders may look to share in 
better than a million of profit, and that after writing off 
some direct deficit in “A Midsummer Night’s Dream.” 
There have been studio changes in the past sixty days 
which indicate a more rigid eye to expenditures. Jack 
Warner, the brother 
in charge of all pro- 
duction, is using a mi’ 
croscope on cost sheets 
and insisting on his 
producers spending 
more time on the 
ground and less in the 
“air.” While the 
“Dream” may not 
have reaped direct 
profit so far, the ad- 
vertising value of the 
picture has been tre- 
mendous and _ valu- 
able, and it is re- 
garded in Hollywood 
circles as having been 
smart showmanship. 

A year and a half 
ago Hollywood was 
aghast at the Legion 
of Decency menace. 
Disaster was imminent 
with ethical restric- 
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Movie Fans Crowd Lobbies and Swell Box Office Figures 


Divorcee” and “Top Hat” 
are forming lines at box 
ofhces all over the world. All these pictures have cost 
in the million bracket and everyone of them has justi- 
fied its cost. Not one has offended the most captious, 
and now “Ah, Wilderness” comes along with a quality 
that is indefinable but unmistakable. And so under their 
noses the picture producers are having proved that which 
they have been told time and time through the years, viz: 
the biggest entertainment successes have always been above 
proof morally. Today they really believe this and have 
keyed their operations to this belated recognition. Watch 
the big pictures from now on. There are some great things 
in store. “Captain Blood” was released the week this was 
written and has proved a sensation. “I Dream Too Much” 
with Lily Pons is making box office history. 


The Public Taste Improves 


Perhaps the operatic cycle is due to end, maybe the 
historical and biographical obsession will pass within the 
year, but they will have served their turn in elevating the 
taste of the cinematic public to levels that the exhibitor 
with the nickelodeon 
mind cannot under- 
stand. And if and 
when they do pass 
other as _ attractive 
cycles will take their 
place, and some, at 
least, of the produc 
ers who keep their 
ears close to the 
ground are _ begin 
ning to suspect that 
the next important 
cycle will have a 
strong spiritual bent. 

The business con- 
duct of the big com- 
panies is improving 
weekly. They are be- 
ginning to realize that 
profits come today 
from the quick and 
reliable nickel more 

(Please turn to 

page 478) 
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Significant Foreign Events 


By Gerorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


The World Crisis. Is It Finished? 

M. Etienne Fougere, President of the French Association 
for Economic Expansion, recently expressed opinions that 
are most interesting. 

On the subject of “Has the crisis ended?” M. Fougere 
weighs the pros and cons of the situation with minute pre- 
cision. Points chalked up in favor of a better world: 

First: The advent of more courageous commercial nego- 
tiations marking the beginning of a general tariff demobili- 
zation, as witnessed by the treaties recently signed by the 
United States with Belgium, Sweden and Canada, and 
the one in the course of negotiation with France. 

Two: A greater activity in manufacturing production 
coinciding with a world reduction in stocks of raw materials 
and industrial products. 

Three: A better state of mind existing in international 
security markets, particularly the frankly optimistic allure 
of Wall Street. Points chalked up against the sustained 
amelioration of international exchange: 

One: The uncertainty of the world political situation; 
the fear of the extension of the Italo-Ethiopian conflict. 

Two: The persistent discord between Great Britain and 
the United States and France in determining the issue of 
monetary stabilization. 

Three: In the Continental sphere, the crushing burden 
of fiscal charges in France in determining the high level 
of production costs, and the possible repercussion of this 
maladjustment on the remainder of the “gold bloc” countries. 

M. Fougere con- 
cludes: That to say 
that the crisis is fin- 
ished would be an 
exaggeration. One 
can say with impun- 
ity, however, that the 
evolution of world 
conditions is clearly 
on the road toward 
general recovery, but 
with surprises and set- 
backs ahead. Inter- 
preting intelligent 
opinion in France as 
elsewhere, economic 
nationalism will op: 
pose the present per- 
manence of excessive 
international trade re- 
strictions. Every- 
where, the products 
of new industries will 
assume a place of un- 


Wide World Photo. 


precedented import- 
ance in national tariff 
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Nazis Boycotting Jewish Stores by Street Placards 


schedules, and commercial methods reminiscent of the barter 
system of the Middle Ages are likely to emerge in modern 
form. 


* * & 


Great Britain—W orld Trader 


British trade figures for 1935 speak for themselves. In- 
creased exports $142,172,400; increased imports $126,339,- 
900; Increased re-exports $19,908,900: the adverse com- 
mercial balance reduced $41,753,250. Thereby hangs the 
tale of British economy in 1935, a peak reached in the 
internal boom of industrial activity mounting higher than 
in any country in the world, complemented by a slow but 
steady improvement in the nation’s foreign business. 

Specifically, trade returns for the twelve months period 
reveal significant trends. Whereas in 1934 industry re- 
stocked, and imports of raw materials constituted a major 
item in the trade balance, 1935 ushers in a wholesome 
revival of export demand. In other words, the increase in 
imports is on a price rather than on a volume basis, amply 
offset by the corresponding increase in the sales of manu- 
factured goods abroad. 

Whereas in 1934 the visible trade balance deteriorated, 
only partially compensated by an improvement of an 
investment income, 1935 marks a sharp advance in the 
exchange of tangible merchandise. This represents a normal 
sequence of events in a recovery cycle. 

The only abnormal feature in this cyclical movement is 
the slowness of the 
recovery, attributed 
primarily to the lag 
between political as- 
pirations and _ their 
accomplishment. The 
last year has been 
characterized by a 
succession of commer- 
cial treaties in all 
countries, conceived 
with the idea of a 
general lowering of 
trade barriers. The 
time is too short to 
demonstrate the prac- 
tical benefits of these 
bi-lateral agreements. 

Two basic indus- 
tries in England, how- 
ever, have failed to 
profit by the 1935 re- 
covery—coal and cot- 
ton. Many of Eng- 
land’s former clients 
in these commodities, 
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particularly the “gold bloc” countries purchased less in 1935 
than in 1934. Trade agreements with Scandinavia have 
broadened the influence of the Sterling bloc, but the scope 
of commercial intercourse with these countries has about 
reached the point of diminishing returns. 

According to British economists, the continued upward 
trend of foreign trade is dependent upon a revival of 
French business but only after devaluation. From the 
analogy of Belgian figures after devaluation, there seems 
little reason to expect a rapid increase in activity in France. 

The benefits derived from the stringent restrictions upon 
Japanese imports into India and the colonies have been 
counterbalanced by Japanese sales expansion in non-Empire 
markets. Export income from Italy has shrunk to prac- 
tically nothing. Still the trade position is satisfactory. A 
new net surplus from foreign investment is beginning to 
appear. Profits from innumerable small private enterprises, 
overseas trading companies, from copper and tin mines, 
from oil companies, swell the accounts receivable item in 
the national ledger. 

Hence, on the whole the British foreign outlook has 
improved. Any change 
in Europe is bound to 
be for the better. 
Perhaps the most sym- 
pathetic effect upon 
British conditions has 
been, and will con- 
tinue to be, a steady 
improvement in the 
United States. For 
three years, the do- 
mestic British prospect 
has been brighter than 
the foreign; this year, 
the situation is re- 
versed. 


* ok x 


In Germany — An 
Old Race— 


To combat Nazi ex- 
clusiveness, demand- 
ing Aryan blue blood 
pedigrees in Germany, 
Sir Herbert Samuel, 
Lord Bearsted and 
Mr. Simon Marks de- 
part for the United States. The deputies in question will 
confer with the representatives of the largest Jewish com- 
munity in the Western world—attempt to raise $15,000,- 
000 over a period of four years for a humanitarian cause. 
This campaign has been initiated and organized in complete 
independence of the League of Nations, and although it 
cannot affect all the 450,000 Jews still in Germany, it can 
do much to help the younger generation to escape from 
racial tyranny. 

On the present basis, the German Government forbids 
the transfer of capital to immigrants seeking a refuge in 
other countries, except in the form of German goods paid 
abroad. Thus, German refugees would be used by wily 
German officials to break the German boycott. 

In the past, Great Britain has done much to alleviate 
the plight of the persecuted Jews of German extraction. 
It is hoped that this Commission will likewise succeed in 
furthering the cause of an oppressed people. This must 
be done quickly. There is no exaggeration in saying that 
the Jews in Germany are subject not only to starvation 
but to shameful indignities. And why should this be? To 
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Italian Payments of Suez Tolls Depletes Gold Reserves 





guote the classic line of the Jew in Galworthy's “Loyalties. 
ss 
“My race was old before yours was born. 


* * * 


Italy—Mussolini Takes the Profits Out of War 


What is the cost of war in Italy? According to unofhcial 
estimates, from a million and a half to two million dollars 
per day. As Mussolini snaps his fingers at common sense 
economy, it will be recalled that for the -two fiscal years 
ending June, 1933, the Italian deficit averaged more than 
three and a half billion lire. Subsequent drastic cuts in 
wages and salaries were made—squeezed the purchasing 
power of the population. Still, in 1934-1935 the estimated 
budget deficit will be over two billion lire. 

Accustomed as we are in the United States to the Sinbad 
mentality of finance, anticipating unlimited gold in the 
Treasury pocket, these figures in themselves may not be 
staggering. But statistics even from Italy are sometimes 
indicative. Officially the figure of 975 million lire, or about 
75 million dollars, is given as covering “extraordinary ex- 
penditures” for 1935. 
This sum seems very 
small. The Italian 
Government which 
has already suppressed 
almost all financial 
and economic infor- 
mation must not com- 
plain if its official fig- 
ures are accepted with 
scepticism. For, by 
the simple expedient 
of leaving out the 
“costs of war” be- 
cause they cannot be 
definitely calculated; 
for, by the more sim- 
ple expedient of rail- 
roading into the ex- 
traordinary budget the 
railroad deficit, be- 
cause this deficit 
proves difficult to ex- 
plain, Italian finance 
goes far beyond the 
New Deal whimsies 
in budget balancing. 

These are the finan- 
cial sins of dictators. Already Italian industry, insurance 
companies and financial houses are the only takers of new 
loans—resources soon to be exhausted. One must not for- 
get there is very little gold in Italy, and after that the only 
alternative is the printing press. Who, better than Musso- 
lini champions the popular slogan—War without profits? 





* * *& 


Gold with a Silver Lining 


The position of the silver market has again been reversed 
during the past two weeks. The recent further recession 
of the price of the white metal is attributed mainly to the 
report that the Bombay exchange advised its members to 
stop London purchases. Since the boycott of the London 
market by American Treasury officials, the price of silver 
followed the law of supply and demand in other markets— 
particularly India. Hence the price of silver declined. 
Still, Bombay buyers depending largely even at current 
prices on American purchases are reluctant to offend the 

(Please turn to page 483) 
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Semi-Annual Dividend Forecast 


Part I—Steel, Metals, Machinery and Machine Tools, Rail- : 
road Equipment, Electrical Equipment, Business Equipment, 
Agricultural Implements, Railroads, Liquor, Amusements 


HE upward spiral of economic recovery is now firmly 
established. The despair of 1932 and early 1933 
recedes into history. The limited and erratic ad- 

vances and retreats of 1934 are forgotten and forgiven. The 
real thing—recovery irresistible—got off to a confident start 
curing the second half of 1935 with the waning of political 
fears. By all of the present 


ing showing during the months ahead and undoubtedly will 
be translated promptly into dividends. 
- Yet, however favorable the general trend, there will, as 

always, be wide variations between industry and industry 
and between company and company. The problem of the 
investor is individual and specific, not general. It is to serve 
this specific interest that Part 





evidence it will make further 





progress this year, especially 
during the first six months. 
Thus the prevailing trend is 
running strongly in favor of 
the investor. Aggregate busi- 
ness volume is pointed upward 
and aggregate corporate profits 
are rising. To a large extent 
hampering governmental inter- 
ventions in the processes of in- 
dustry have been eliminated. 
Abrupt distortions in costs, 
operative in 1933 and 1934 
under the N R A codes, have 
been corrected or offset by en- 
larged volume. In consequence, 
earnings of well situated corpo- 


ings. 
in rating the 


tany in that industry. 


INDUSTRY 


A—In a strong and expand- 
ing position. 


B—In a fairly strong and 
stable position. 


C—-Depressed but prospects 
for recovery moderate- 
ly favorable. 


D—-Depressed; decl ning prof- 
its; no signs of nearby 
improvement. 


Two fundamental factors, the industry and 
the company itself, are used to form our rat- 
The letters A, B, C and D are applied 
industry; and _ the 
1, 2, 3 and 4 in rating the position of the com- 


Thus: foods, sugar, motors, motor ac’ 
COMPANY cessories, tires, tobacco, chem- 
1—Large current earnings; icals, meat packing, oils, build- 








rations should make a gratify- ——- 


I of cur Semi-Annual Divi- 
dend Forecast is herewith pre- 
sented. Parts II and III will 
appear in our issues of Febru- 
ary 15 and February 29, re 
spectively, and will cover such 
industries as public utilities, 


numerals 


dominant in field; 

strong financially. 
2—-Good potential earnings; 

important company; 


ing, aviation, merchandising, 
miscellaneous issues and spe: 


good financial position. cialties. 
3 ae Pa eur The tables and comment 


business volume mod- 
erate. 

4i—Doubtful outlook; weak 
financial position; un- 
profitable operaticns. 


comprising this service are ac- 
companied by our usual invest- 
ment ratings, which are fully 
explained in the accompany- 
— ing table. 





Steel Looks 


Further Gains 


Year Should Be Marked by Liquidation 


of Dividends Accumulated on Preferreds 


AST year was one of great improvement for the steel 
industry. Not that a full measure of prosperity was 
regained, but the industry began to see that there was 

a possibility of its being regained in the not distant future. 
Ingot production in 1935 was about 30% greater than in 
1934 and at the beginning of the new year output was at 
about 50% of capacity—a profitable level. 

The year just passed was noteworthy for the number of 
announcements of important expansion, modernization and 
renovation plans. There was a marked disposition for com- 
panies predominantly in the heavy side of the industry to 
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Forward to 


install facilities for the manufacture of light steels. As ex’ 
amples of this might be cited the plans of United States 
Steel and Jones & Laughlin. While stockholders cannot 
reasonably expect to reap the full benefits of such a change of 
policy for some little time, it seems certain to redound to 
their benefit eventually. 

The prospect is that the coming year will follow the 
course set in 1935; this is to say that, while there will be 
some further improvement in the demand for heavy steel, 
the most profitable divisions will continue to be light steel 
and alloys. Automobile production will be, it is expected, 


THE MAGAZINE OF WALL STREET 





at le 
| just | 


ord | 


pack 


) tin p 
) ized: 


total 
and | 
Alth 
mad 
steel 
kitck 
is 
the 
othe 
trial 
utili 
cons 
agai! 
deci 
Util 
of t 
betv 
lars 
pres 
long 
trafi 
ditu 
yeal 


I 


i 


——— 








dly will 


will, as 
ndustry 
of the 
O serve 
at Part 
| Divi- 
th pre- 
II will 
Febru- 
19, re- 
r such 
tilities, 
tor ac- 
chem- 
build- 
dising, 
1 spe- 


nment 
re ac 
nvest- 

fully 


pany- 


ex? 
ates 
not 
e of 
| to 


the 


eel, 
teel 
ed, 


eT 


at least 4,200,000 units, or somewhat better than the year 


| just passed. Tin plate production should go into new rec- 
' ord high ground, despite the probability of the vegetable 
| pack as a whole being smailer this year. The importance of 


tin plate as a consumer of steel is not perhaps generally real- 
ized: in 1933, however, it accounted for more than 12% of 
total steel production and in 1934 and 1935 between 8% 
and 9%. ‘The outlook for building is bright, very definitely. 
Although it is to be doubted that much progress will be 
made with pre-fabricated steel residences, more houses with 
steel frames are being erected and steel is being used in 
kitchens and elsewhere as never before. 

Turning now to the outlook for heavy steels: although 
the prospect for residence building is better than for the 
other sub-divisions of construction, commercial and indus- 
trial building should be more active this year. The public 
utilities alone should go into very extensive miscellaneous 
construction programs as soon as the political agitation 
against them wanes. This may come with Supreme Court 
decisions adverse to the Government on TVA and the 
Utilities Law. The railroads, which were long the mainstay 
of the heavy steels are slowly coming back. Accustomed 
between 1925 and 1929 to spending well over a billion dol- 
lars yearly on maintenance and equipment, the years of de- 
pression have seen them spending barely half this sum. The 
long period of skimped maintenance must be made up as 
traffic increases. This, it is now doing, and railroad expen- 
ditures for heavy steel will almost certainly be larger this 
year. 

Despite the greatly improved prospect for the steel in- 


dustry as a whole, the likelihood of common stockholders 
receiving concrete evidence of the betterment is, in a number 
of cases, obscured by the dividends that have accumulated 


on preferreds during the years of depression. These, of 
course, must be liquidated in some way before common 
stockholders can expect to receive anything on their hold- 
ings. 
It is to be noted, however, that common stockholders 
may be obliged in actuality to exercise less patience than 
they thought. Companies have shown a marked disposi- 
tion to liquidate dividends accumulated on their preferreds 
by means other than by paying them out in cash. Repub- 
lic Steel, for example, last year liquidated more than $25 
a share in back dividends on its preferred by means of a 
new preferred and common stock. Bethlehem Steel has 
just announced a plan along similar lines. The dividends 
that have accumulated on this company’s 7% preferred 
stock will amount to $21 a share next April and the pro- 
posal is to discharge them, distributing $20 in new 3% 
cumulative preferred stock of $20 par value and $1 in cash. 
Bethlehem states frankly that the objective of the plan is 
to bring the common stock nearer a dividend basis, as it 
would be unwise to make the payment out of present cash 
resources and, if it had to be paid out of future earnings, 
the process would take some time in which no considera- 
tion could be given to the common. However, regardless 
of the means chosen, this year undoubtedly will be 
marked by the liquidation of preferred arrears and then it 
should not be long before payments are initiated on junior 
shares. 



















































































































































































| . e e 
| Position of Leading Steel Stocks 
Earned Per Share Price Range 
Company — ——-—. ——1935—— Recent Divi- Yield Market COMMENT 
= Os 19384 1935 High Low Price dend % ___ Rating ie aa sera aa 
cn  . e  e 3.01 5.35E 7434 51 69 2.50° 36 B-1 Recently raised dividend to 6214 cents quarterly, but 
sk etait eed ; - could pay even more. Ao 
Allegheny Steel................. 0.99 1.30E 32 21 36 1.00 28 B-2 — for high-alloy steels is good; dividend seems 
f -—s«s&9 mos = arn ~~ Earnings cover present dividend by ample margin. 
American Rolling Mill............ 0.49 1.71 323¢ 18%, 81.21.20 «68 9 —B-4_— May pay more. P 
| Bethlehem Steel................. Nil NilE 52 2154 53 B-2 Arrears on the preferred, amounting to nearly $20 a 
| . share, may be cleared up shortly. 
| RIV ORM ING AME vise isjacs Assi 3 6 js 3° defa defaE 2054 113g a2 B-3 Accumulations on the preferred must be liquidated be- 
as fore the common can receive anything. 
Colorado Fuel & Iron............._... alate 515 es 7 B-4 In process of reorganization. Se 
oS ae Nil NilE 38 14 36 B-2 Payments initiated on the preferred, although accumu- 
bl ee rr ae 0 lations are still some $25 a share. y 
Gulf States Steel........... def NilE 33!, 12 33 B-3 Large accumulations on the preferred to be liquidated 
SAN ” — ee ; before common can receive anything. } 
RERING SSUOEN as. 5 5.050 06a ss 3.10 6.50E 108 46', 102 200* 20 B-1 25-cent extra still leaves dividends far below the com- | 
i , —_ pany’s earnings. 
Tones & Laughlin.......... def NilE 36°, 18 32 B-2 Spending $40,000,000 on plant improvement and ex- 
i ins ___ tension. Preferred arrears total $23 a share. | 
ae ee... ee, Resumes dividends with a 25-cent distribution. 
Ludlum Steel....... r 0.76 1.14 2615 123( 29 B-2 Stockholders should continue to benefit. : 
6 mos. i= ne = a 
McKeesport Tin Plate............ 6.19 346 131 9014 116 400* 35  A-1 Could well pay further extras. 2 
National Steel... .... 2.80 550E 83% 403; 67 +159 22 B-1 Extras should continue, despite large expansion pro- 
= Sse _ By gram which is under way. 
TS Nil 1.50E 1755 4\4 16 B-2 As of the year end, accumulations on the preferred 
es nt At oc ‘ 3 were $31.50. 
9 mos. a Does much better, although common dividends are 
Republic Steel...... niaias aie pa OE 0.28 2055 9 19 B-3 hardly a near-term prospect. 7 
6 mos. Buying into Pittsburgh Steel. A dividend prospect 
Sharon Steel Hoop... Oe a! 1.47 2534 9 24 B-3 _ this year. pa | 
S| ae def b defc 72 a A-3 May move into the black this year. =ee 
6 mos. io Just called preferred and made common dividend three 
U.S. Pipe & Foundry............. 0.25 0.22 2255 143 32 1.59 47 B-2_ times whatit was. 7 
SE SET Baar le, ee defE 605, 2715 49 B-2 Plant and practices being changed extensively; back 
_ ses = ___ dividends on the preferred. 
i 9 mos. Doing better, but preferred arrears currently amount 
|  Wheel.ng Steel.......... hose od Nil 1.38 $24 141485 B-2 to $23.50, 
Youngstown Sheet & Tube.... def NilE 47! 13 47 B-2 Dividends resumed on the preferred, although arrears 
—- sare still some $20 a share. 7 
E—Estimated. *—Plus recent extra. t—Recently paid a dividend; no regular rat2>, a—Ye2ar to S2pt. 33, 1934. b—Year to July 31, 1935. 
c—Year to Oct. 31, 1935. 
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HE position and prospect for leading railroads is fully 
covered in the article by Samuel O. Dunn on page 

: 438 of this issue. As this article points out, recovery 
for most roads depends on traffic continuing to improve in 
the manner of the past four months and with no increase 
in labor costs, no further inflation to increase operating costs. 


Traffic Upturn Brightens Rail Prospects 


—But Candidates for Dividends Still in Minority 


Without such developments, Government ownership looms. 
Holders and prospective buyers of railroad securities should 
give thoughtful consideration to these factors and be gov 
erned according to developments, particularly with regard 
to the length of time a railroad issue is held. These same 
factors likewise dominate the dividend prospect. 




































































































































































Position of Railroad Common Stocks 
Earned Per Share Price Range ai Poe ne 
i! Cee Racer, 1935-——.. Recent Divi- Yield Market COMMENTS 
nes 1934 1935(e) High Low Price dend % Rating 
ROEM Rich Vilse Roce ca ote 0.32 0.50 60 35%; 70 2.00* 2.8 C-1 Visible eS _— prospect favors continu- 
; ; ation of special dividends. 
Atlantic Coast Line... 07 ON Nil 371, —S—O«a1913”St«S C-2 Prospects enhanced by larger L. & N. dividend and 
i F recent rate adjustments but divs. not imminent. 
Baltimore & Ohio.................. Nil Nil 18 Ts 18 C-3 Income up and finances moderately improved, but no 
earnings on 
Bangor & Aroostook................ 4.96 4.25 4915 3615 44 2.50 5.7 C-2 Finances sound and earnings - adequate protection 
7 . to divs. No change indicated. 
Canadian Pacific................... 0.07 0.08 13%, 856 12 C-2 Prospects favor increased traffic this year. No early 
Central R. Roof N : ; action on divs. 
pak ew Jersey......... Nil Nil 62', 34 49 C-3 Finances adequate but prospects obscured by loss of 
h - WS des anthracite coal traffic. : 
Chesapeake & Ohio............... .- &.@ 3.80 53', 37 < 54 2.80 5.2 C-1 Could pay more, although policy of strengthening 
Fi = Bes: ___finances may postpone action. 
Chic., Mil., St. Paul & Pac.......... Nil Nil 3 M4 2 C-4 Operating revenues improve but reorganization awaits 
F approval. 
Chicago & Northwestern............ NiJ Nil 555 133 4 C-4 Expected capital readjustment should improve po- 
Chi ; ~ : a sition. 
hicago, R. I. & Pacific............. Nil Nil 235 34 2 C-4 Revenues failed to cover ’35 operating expenses. No 
early reorganization. 
Delaware & Hudson Co............. 1.87 Nil 43'. 2314 39 C-3 Revenues affected adversely by unfavorable factors 
in anthracite coal traffic. Finances sound. 
Delaware, Lack. & Western......... Nil Nil 191; 11 16 C-3 Loss of coal traffic foreshadows lower coverage for 
Erie : fixed charges last year. 
HORA R GG 6900 ina '9'00.0:4:9 2 @ 0:00 0:0:0 Nil Nil 14 1% 12 C-3 Net last year slightly lower; fixed charges covered 0.94 
times. Dividends remote. 
Groat Northern (Pid.).. 0-7 =. Nil 3.00 35'. 956 34 C-2 Marked earnings improvement and potentially large 
Illinois Central : savings in interest charges enhance dividend prospects. 
MPSS ebeccas.ciescccuccns an Nil 22), 95 20 C-3 Loss of about $4,000,000 last a more than 
Kan i Pieces, = $10,000,000 bookkeeping charges. Finances stronger. 
was City Southern............7. Nil Nil 14), 334 15 C-3 Last year’s loss moderately lower. Finances comfort- 
; ble. Better showing likely in ’36. 
L : - ~ 
arian Nil Nil 11}, 5 9 C-3 Finances somewhat —— and loss of coal traffic 
+> injects uncertainty into future prospects. 
L > ~ —_— — . 
ouisville & Nashville.............. 2.54 3.60 64°, 34 66 2.50* 3.9 C-2 Recent — of oe reflects upturn in 
. - ; earnings. Prospects good. 
Missouri-Kansas-Texas............. Nil Nil 6°. 2). 8 C-3 Traffic volume gaining. Finances — and 
" = 7. prospects better but dividends not in sight. 
Missouri-Pacific................... Nil Nil 3 1 3 C-4 Improved walle prospect for current year may facili- 
tate reorganization plan. 
New York Central................... Nil 0.10 293, 1214 30 C-2 gery ti upturn would produce rapid gains 
N.Y. Chi - 7 , n share earnings. 
Y., Chic. & St. Louis............. Nil Nil 19 6 20 C-3 aoe traffic last year — in —~ of about 
5 2.50 on the preferred vs. 16 cents in ’34. 
N. Y., N. H. & Hartford............ Nil Nil 8', 25% 5 C-4 over of 3.5 million last year was about 2.0 million 
: =e ess than ’34. May reorganize this year. 
N.Y. Ont. & Western.............. Nil Nil 6!» 256 6 C-3 Revenues off some last year and finances restricted. 
Norfolk & West Dividends remote. 
SOME See ses senees eee $13.76 17.00 218 158 222 $10.00(a) 4.5 C-1 Substantial reduction in funded debt and earnings in- 
Northern Pacifi = crease forecast regular $2 extra. 
EIME  =)n 39700100: n 0m =m ayn 0.36 0.12 2514 1314 26 C-2 Larger movement of crops and lumber this year fore- 
aaa shadows increased net. Shares have speculative merit. 
cn EER 1.64 1.75 3215 17% 35 1.00 2.8 C-1 Earnings prospect and strong finances safeguard 
Pere M ’ present dividend rate. 
DED BRINE oo 5 on 50 oi00 0s 0 00 00-0 Nil 0.40 34). 914 30 C-3 Earnings benefited by automobile shipments. May 
STAY ? take steps to liquidate preferred arrears. 
EE ere, 2.04 43'; 297% 40 2.00 5.0 C-1 Dividend earned despite increase in expenses. No 
South Padi change likely. 
EE FNC. 0. o's'siv'bcnainis.v encase 0.11 0.60 25!, 123; 27 C-2 Dividends not an early prospect, but outlook suggests 
Spathen Bail : : : continued upturn in earnings. 
EE hth. ¥ he porate 4 a1 Nil Nil 16'5 514 15 C-3 Loss less last year and current outlook offers several 
Union Padi favorable aspects. 
GSS © cts Nadebce wrocese 0 4.0:5 o.n 6.63 §.00 111'. 82'> 118 6.00 6.1 C-1 Loss in “other income” largely accounts for drop in 
Western Marland iy : earnings. Dividends secure, however. 
NU iris eas 6 sinreiarale Nil Nil 10', 5), 9 C-3 Earnings last year about on a par with 34. Dividends 
unlikelv. 
\e)—Estimated. * Paid in 1935—no regular rate. (a)—Incl. extras. ; 
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AST year was one of mounting improvement for non- 
ferrous metals. Demand was better; prices moved 
forward. Stockholders in some companies received 

their first dividend in years, while for many of those not 
yet on a dividend basis, the outlook is notably improved. 


Outlook for Copper 


Copper started last year handicapped by half-a-dozen dif- 
ferent quotations and the uncertainties surrounding their 
maintenance. There was 9-cent Blue Eagle copper, a lower 
price for non-Blue Eagle copper, a different price for cop- 
per scrap, and copper in the neighborhood of 7 cents a 
pound for export. In early summer the world copper cur- 
tailment agreement became effective and this, together with 
the increasing demand for the metal in world markets, lifted 
export prices almost to within half-a-cent of the Blue Eagle 
level. Then followed a period of uncertainty when the 
Supreme Court voided the NRA and its codes. Nothing, 
however, was able to weigh against demand and the steady 
reduction in what once had been mountainous stocks. It 
was not long before copper was back to its old artificially 
maintained price by sheer merit. Today, domestic copper is 
quoted in the neighborhood of 91% cents a pound, while a 
brisk business is being carried on abroad at about 8.70 cents. 
World stocks of refined copper on hand are reported as of 
the year end to have been 485,300 tons, compared with 591,- 
000 tons at the end of 1934. 

The outlook for copper is a good one. Though activity in 
the automobile industry fails to achieve fully the exceedingly 
rosy forecasts that have been made, it is certain to have a 
reasonably good year and copper, of course, will benefit. 





| Prospects Generally Good for Non-ferrous 


Metals 


Anticipated Revival in Building Should Be a 


Potent Factor in Promoting Further Recovery 


The brightest prospect for the metal, however, lies with con- 
struction. Building is likely to be much more active in 1936 
than in 1935, particularly residential building. And cop- 
per gutters, flashings and drain pipes, copper tubing and 
brass piping will be applied as never before. Also new cop- 
per alloys are being developed constantly and this section 
of the industry undoubtedly will continue the dynamic 
growth of the comparatively recent past. 

Nevertheless, just because there is so little wrong with 
the demand side of the copper equation, it is quite possible 
to make blunders on the supply side and spoil the whole 
thing. Good as the copper situation is, it is not yet so good 
that it can stand any further marked increase in price with 
all that this would mean in the way of stimulating produc- 
tion. The industry had one experience of this during the 
boom of the late twenties when it greedily forced prices 
above the 20-cent mark and held them there, a move to 
which the terrific crash which subsequently followed can be 
largely attributed. However, assuming that the lesson has 
been learned, copper should do well over the next year or 
so and stockholders naturally will be the beneficiaries. 


Lead and Zinc 


The recovery that has taken place in lead and zinc, paral- 
lels closely the recovery in copper. Lead is selling today 
around 4/4, cents a pound (New York), compared with 
a low last year of 3.70, while zinc, selling today at 4.85 cents 
(St. Louis), is 1.15 cents above last year’s low. Lead has 
been aided by the pick-up in demand for lead-covered cable, 
batteries, tin foil, paint and other products consuming large 
quantities of this metal. Probably the main cause of the re- 













































































—— ee orp 
| Position of Leading Mining and Metal Stocks 
ae ae hil ‘Earned per Share Price Range : ae Cala _ ; - 
Company ——--——-+ ———1935——-—. Recent Divi- Yield Market COMMENT 
oe a 1934 1935s High Low Price en % Rating 
| ASTD Oo eee $1.28bd $1.10bdE 20'.; 1314 17 1.20; 7.1 B-3 ~~ in the present year shouid be as large as 
henvins ikcontiiens - aan _ A i 
Aluminum Co. of America... .. Nil NF 95 32 98 A-3 Now paying more on account of preferred arrears 
a eee which, as of 1.2.36, totaled $15 a sare. 
| ; 9 mos Accumulations on the preferred of more than $20 a 
American Metal Co........... def 0.11 321, 1314 34 A-3 _ share will have to be liquidated before the common 
Mle A con can receive anything. 
. : 6 mos. - _ Just declared 40 cents and at least this much should 
Am. Smelting & Refining...... 1.63 1.51 64°. $15¢ 64 ; dee A-2 _ continue to be paid quarterly. 
| Anaconda. qeas 0.22 1.25E 30 30 A-2 Doing much better. May resume dividends shortly. 
| . 9 mos. led ; Maintenance of present earning power would seem to 
Bridgeport Brass............. Rt 0.73 17}. 8!5 17 0.40 2.4 A-2 — warrant larger distributions in the nar future. 
| Cerro de Pasco.............. 1.58 NF 6535 385¢ 52 4.00 ae A-2 Decline in silver price adverse factor, but the present 
; : dividend should be assured. 
| Dome Mines..... PEE. 4.07bd NF 447, 341¢ 61 4.00; 7.8 B-2 Atleast $4a share should be distributed this year . 
Sng oi SRR Si Conran nn RE Se def 135, 514 10 Making capital distributions. Proposes to wind up 
| a : voluntarily its affairs. 
| Homestake 28.29 NF 495 338 540 56.00; 10.4 B-1 Huge earning power under present conditions; will 
| ies ____ continue a liberal policy towards stockholders. 
— ——_——— 
| (Please turn to next page) 
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covery in zinc has been the improved condition of the farmer alloys is going ahead by leaps and bounds. The value of 
who, when he has the money, takes vast amounts of zinc in ferrous and non-ferrous alloys of high nickel content as cor- 
the form of galvanized roofing, pails, wire, etc. Much zinc rosion resistants is more widely recognized every day. Used 
has been taken also in the form of paint and for alloying _—_ for coinage and in chemistry, pure nickel continues to make 
with copper to form brass. There would’seem to be no rea- progress. Because of its position as a virtual monopoly in the 
son why the consumption of lead and zinc should not make production of nickel, the position of the International Nickel 
further gains; on the contrary it is certain that they will do Co. of Canada must be considered particularly good and 
so as general recovery gathers momentum. one might reasonably expect that the common dividend, re- 
Most noteworthy among the non-ferrous metals in recent cently raised from 20 cents a share to 25 cents a share quar- 
times has been nickel, the consumption of which last year _ terly, will be increased again in the not distant future. 
established a new all-time record high. The demand for The outlook for gold and silver hinges solely on what 
nickel is making strides on every front. Its use in ferrous the Government will do—and is, therefore, unpredictable. 
Position of Leading Mining Stocks—Continued | ( 
See Earned perShare ‘Price Range ~~ : ae ol a 
Company —_——_———_ _ ———1935———. Recent Divi- Yield Market COMMENT ho 
e 1934 1935 High Low Price dend % Rating | as 
Howe Sound................. 3.57bd 4.94bd 603% 43 55 3.00* 65.5 A-2 Does well. Regular dividend assured and there | cre 
should be further extras. | a 
Hudson Bay Min. & Smelt... _0.58bd NF 241% «1134 261.00 38.8  A-2 May pay more this year. | " 
International Nickel.......... 1.13 1.60E 4714 2214 48 1.00 2.1 A-1 —_- Frespects bright. Alttough the dividend was raised | era 
recently, may not be long befcre it is increased again. otk 
6 mos. | 
EMME rosie boo ee nnweisis ase 0.53bd 0.32bd 303¢ 1334 32 0.80 2.5  A-2 Quarterly dividend just raised frem 15 cents to 20 cents. the 
Lake Shore Mines........... 5.07bda 4.12bda 58 4536 59 4.00; 6.8 B-2 This year should be as good from a stockholders the 
: Le ae standpoint as the last. | | 
Magma Copper....... sows BOD NF 37%4 1854 38 -2.00+ 5.3  A-2 Dividend this year should beat least $2 a share. i the 
a 9 mos. aa Earning power would seem to warrant larger distribu- est. 
McIntyre Porcupine. _ ae-+--. 4.68bdc 3.31bd 4554 3334 48 200 42  B-2__ tions to stockholders. | cre 
6 mos. Will be helped by building improvement. A candidate | 
National Lead............ 8.38 5.34 206 145 230 5.00* 22  A-1 for further extras. 
- 9 mos. Prospects is for further extras, or even a higher regular | to 
New Jersey Zinc... .. esis kee 1.70 76 49 73 2.00* 2.7 A-1__ rate. | | 
Newmont Mining... .. . 2) ee NF 7634 3434 93 1.50¢ 1.6 A-2 Outlook for copper, nicke! and other metals, such that | qu 
a re. the company and its stockt.olders should do well. | am 
< 9 mos. me Dividend payments this year are likely to be higher 1a 
Noranda Mines.............. 2.19bd con. wee 81. 2001 4.3 A-2___ than last. | cui 
Patino Mines................ eee at 15 814 17 ae A-3 _Has been handicapped by Eolivian restrictions on the Or 
ae : 7 ; transfer of funds. leg 
6 mos. : S 
Phelps-Dodge............. . 0.60bd 0.49bd 281< 1234 32 0.50+ 1.6  A-2 Dividends this year should be larger than in 1935. sca 
9 mos. Arrears on the preferred to be liquidated before the thi 
Revere Copper & rn Oe _ Nil Nil a 514 15 A-3 common can receive anything. ee 
Roan Antelope............... 19.61% a 17.00%a 33 217% 34 0.767 2.2 A-2 Copper outlook favorable, but the amount the Ameri- at 
can stockholder will receive in dividends will depend ove 
ae : in part upon the New York/London exchange rate. | 
— 6 mos. - May well continue at least the present modest distribu- be. 
St. Joseph Lead..... a civiea oss. Eee def 2534 1014 26 0.407 1.5 A-2 __ tion, despite the half year’s loss. | ren 
9 mos. j : 
Silver King Coalition......... 0.45bd 0.22bd 193 834 13 0.40; 3.1  B-3 ( Prospects hinge upon the maintenance of an artificialy =| gin 
Sunshine Mining............. 0.8ibd 1.70bdE 25 1014 24 2.00 8.3 B-3 ( high price for domestic silver. Ad 
| 
U. S. Smelting, Ref. & Min.... 8.35 10.50E 124! = 9134 94 8.00; 8.5  B-1 Recent decline in silver adverse factor, but company | don 
will be as liberal towards stockholders as earnings H * 
” og i ee warrant. | 
Vanadium Corp.............. def def E 2134 114 24 pees iss B-3 Outlook obscure, although should be helped by furth er | Ove 
increase in steel production. | ma 
~ renner — } 
bd—Before depletion. E—Estimated. NF—Not available. { Paid in 1935. a—Year to June 30. c—Year to March 31,’35. *Plusextras. {Re- | lar; 
cently paid a dividend: no regular rate. | 
prc 
| Ta 
the 
oie ; ; ‘ tha 
Position of Leading Motion Picture Stocks lig 
nite Se "Earned per Share Price Range ‘. _ ae ke 3 bee 
Company - 193 Recent Divi- Yield Market COMMENT 
1934 1935 High Low Price dend % ___ Rating a — 
Columbia Pictures Ctfs....... 5.69a 9.91la 497% 40 44 1.00* 2.3 B-1 Should experience no trouble in the maintenance of ‘ia 
To the present modest cash dividend and extra in stock. 
9 mos. Accumulated dividends on the preferred to be liqui- 
Consolidated Film Ind........ 0.22 0.42 %™% 8% 6 Sire. B-3 dated before the common can receive anything. 
PE SS Saas ; 4.53b 1.08c 55'¢ 3114 52 2.00* 3.8 B-1 Latest earnings off somewhat, but should do better. | 
- Ot, cee 8, 3, ae 2 : _ A prospect for further extras. | 
9 mos. Recently reorganized; not unattractive as a specula- 
PR ReIES...5...... .... 2D 2 8... ae : B-3 _ tion. 
Radio-Keith-Orpheum........ .... ae 6 114 7 : ae B-4 In process of reorganization under Section 77b of the | 
: ee ee oe ed ____ Federal Bankruptcy Act. 
Zechmmcelor, Enc.............. def NF 2 1156 24 ae : B-3 _Impessible to forecast when color motion pictures will 
ee = : — become commercial success. 
Twentieth Century-Fox....... .... 0.38d 247, 13 26 me ; B-3 Still thoroughly speculative, although the company 
: _ ee As appears to be making real progress. ' 
Universal Pictures........... Nil e def f ne Se... Sees .___B-& _ Prospect uncertain. 
Warmer Bros. Pictures........ def b 0.07 b 103, 214 11 eee ‘ B-3 Doing better and possesses a degree of merit as a long- 
= 7 _ term speculation. 
a—Year to June 30. b—YeartoAug.31. c—12 weeks to Nov.21. d—39 weeks to Sept. 28. e—Year to Oct.27. f—9 months to July27. NF—Not 
available. * Plus extras. 
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Leading Liquor Companies Face 
Improving Outlook 


Lower Price Tendency Should Be 


Offset by Anticipated Larger Volume 


UT of the welter of confusion which characterized the 
early days of the liquor industry in 1933 and °34, 
order has gradually emerged and corporate leadership 

has been convincingly demonstrated. The advent of Repeal 
created what in effect amounted to a new industry replete 
not only with all of the problems and difficulties which gen- 
erally confront a young industry, but a veritable host of 
other factors—some of a social origin and others peculiar to 
the industry itself. It would be too much to expect that in 
the comparatively short space of time which has elapsed 
that the industry could entirely overcome these obstacles and 
establish itself on a firm footing, but it is, nevertheless, to be 
credited with definite progress toward a more rational basis. 

For example, such developments last year as lower prices 
to the consumer, greatly increased consumption, improved 
guality of all products and the heavy financial casualties 
among the “shoe string” elements in all divisions of the in- 
dustry, have assuredly strengthened the industry basically. 
On the debit side of the ledger, the problem of the boot- 
legger is probably the most serious one. Apparently only 
scant success has attended the efforts to rid the industry of 
this evil, for men in the Government, service still insist that 
at least 50% of the total volume of business is illicit. More- 
over, there is little hope that this phase of the situation will 
be materially rectified so long as taxes, both state and Federal, 
remain sufficiently high to assure the bootlegger a good mar- 
gin of profit, although divorcing the Federal Alcohol Control 
Administration from the Treasury Department would un- 
doubtedly add to the effectiveness of the former. 

The specter of possible overproduction continues to hover 
over the future of the liquor industry, although there are 
many who feel that these fears will ultimately prove to be 
largely groundless. There is no gainsaying the fact that 
productive capacity is considerably in excess of recent de- 
mand but a substantial proportion of it is concentrated with 
the more responsible interests, from which it can be assumed 
that it will be subject to reasonable control. Moreover, with 
liquor sales now legalized in forty states, consumption has 
been appreciably increased on the one hand, while on the 


other, the Government has regulatory measures at its dis 
posal which will enable it to restrict further expansion in the 
producing facilities. Thus it will be seen that the major 
uncertainties which surround the future of the liquor in- 
dustry at this time have their origin in conditions which, 
theoretically at least, would lend themselves to control and 
ultimate dissipation. For the present, the possibility that 
the Government will spike the bootleggers’ guns by lowering 
taxes appears to be without basis. 

The action of the Government, however, in halving the 
duty on Canadian, Scotch and Irish type whiskies wil! 
doubtless prove to have been a constructive step. While this 
move has intensified the competitive situation, it should aic 
materially in discouraging rum-running and smuggling. The 
more immediate effect has been a lowering of retail prices for 
both imported and domestic whiskies, while from a longer 
range viewpoint, lower prices may stimulate the demand for 
the blended types of whiskey at the expense of straight green 
whiskies, retailing around $1 a pint. As to the effect of 
lower prices on earnings, distillers can count on a genera! 
increase in consumption which may more than offset reduced 
retail prices. 

Consumption of distilled spirits, exclusive of imports, last 
year has been estimated at upwards of 70,000,000 gallons as 
compared with 52,000,000 gallons in 1934. Whiskey ac- 
counted for about 65% of the total. With the full benefit 
this year of 10 additional states, which ratified Repeal last 
year, as well as increasing public purchasing power. con- 
sumption in 1936 may reach 100,000,000 gallons. 

Notwithstanding the sizable earnings reported by the 
leading distillers, dividends, if any, have been meager in 
proportion. This is explained by the necessity on the part 
of both domestic and Canadian distillers to accumulate large 
stocks of aging whiskey, thus tying up a considerable por- 
tion of working capital in inventories. New financial ar- 
rangements culminated, or under consideration, however, 
should relieve this condition to a sufficient extent to permit 
favorable dividend action and the coming months should 
add to the dividend-paying issues in the liquor group. 








Position of Leading Liquor Stocks 
































"Earned per Share Price Range 
Company aa ———1935———. Recent Divi- Yield Market COMMENT 
1934 1935(e) High Low Price dend “% Rating _——- ; ; 
Distillers Corp. Seagrams .... 0.66(a) 5.05(a) 3814 1354 32 — a B-1 Company has made outstanding progress. Bank loans 
reduced and dividends may be inaugurated this year. 
ea - SS ee a Shares have speculative promise. : | 

National Distillers............ 5.51 3.40 3414 23 1¢ 29 2.00 6.8 B-2 Leading domestic unit. Has 50,000,000 gallons of 
aging whiskey. No bank loans. Present dividend 
q a secure but no increase likely. : 
i Schenley Distillers........... 6.63 8.00 5614 22 49 _— B-1 ‘Finances improved by sale of 150,000 shares 514° 
i preferred stock. Has shown strong competitive gains 

and may initiate dividends in early future. 
BEA WOME oo ii iiss oc cess 4.40(c) 4.10(c) 3434 2234 33 — B-2 = Sale of $8,000,000 4'4°% debentures, paves the way to 


inauguration of dividends. Company should benefit 
by recent lowering of tariff. _ 








(e)—Estimated. (a)—Year ended July 31. (c)—Year ended Aug. 31. 
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Equipments Should Have a 


Good 


Business and Electrical Groups 


in Most Favored Position 


HE year just closed was one of improvement for all 

but one division of the equipment group. Continu- 

ing the precedent established during 1933 and 1934, 

the railroad equipments were laggards in the recovery move- 

ment. Outside this division, higher earning power initiated 

dividends to common stockholders in some cases and, in 
others, brought larger payments. 

The satisfactory showing seems to be established upon a 
firm base and all signs point to the present year being even 
better than the last. Contrary perhaps to general belief, 
it is estimated that farm income in 1936 will be larger than 
in 1935, despite the invalidation of A A A by the Supreme 
Court. In the first place it seems most likely that some 
way will be found to give the farmers the bounties, to which 
they have become accustomed, in some other form. In the 
second place, such has been the reduction in what were once 
unwieldy surpluses of farm products that there is every 
reason to believe that there will be no near-term break in 
prices. Moreover, the farmer will continue to obtain for 
some time at least part of the invalidated processing taxes. 
Thus, everything points to the purchasing power of the 
farmer being maintained and, having the means, there is no 
doubt but that he will avail himself of it to continue his pur- 
chase of farm equipment, particularly since the probabilities 
favor an expansion of acreage. 

The outlook for electrical equipment and machinery in 
general is equally good. Last year was the best on record 
for electrical appliances. The refrigeration division, for 
example, was 29% better than the 1929 level, while the sale 
of both large and miniature electric lamps also estab- 
lished a new all-time high. It is to be noted, however, 
that the heavy division—generators, transmission materials 
and the like—were less active last year than in 1929. 

There are three reasons for expecting a good year for the 
electrical equipments. Construction points clearly upward, 
particularly residential construction. This should be a 
potent factor in making 1936 a better appliance year even 
than 1935. Secondly, electric power output is of record 
proportions. The public utilities which skimped on main- 
tenance during the depression years cannot much longer 
avoid a larger measure of rehabilitation, to say nothing of 


Year 


the expansion which will be necessary. Satisfactory de- 
cisions on T V A and the Public Utility Holding Company 
Act are likely to open the purse strings. The third factor 
is the general industrial renovation and expansion which is 
being carried on at an accelerated pace and plants the coun: 
try over are “going electric’ as never before. It is this, 
of course, that will help also the makers of machine tools 
and other plant furbishings. 

The business equipment outlook was covered at some 
length in the last issue of THE MAGAZINE OF WALL STREET. 
We quote from that article: “The evidence at hand sug: 
gests that American industry has embarked upon the wide- 
spread re-equipment of its clerical and record-keeping ma- 
chinery, as well as its producing machinery. Moreover, the 
same factors responsible for the gains registered during 
1935 will be equally, if not more, effective in the months to 
come. 

Even the laggard, the railroad equipment division, de- 
spite the fact that it had what was really a very poor year 
last year, is looking forward to the future with considerable 
hopefulness. The railroads are coming back; there is no 
question of it. Although most authorities scoff at the fears 
that have been expressed that we are heading into a serious 
freight car shortage, it is certain nevertheless that there is 
no surplus of cars and that a further increase in loadings 
would force the railroads into the market for more equip: 
ment. During the traffic spurt last fall the railroads dis- 
covered that many of the freight cars that they had been 
holding idle were beyond the state of economic repair. 

Despite the fact that a modern locomotive can pay for it- 
self in savings over most of the high-age locomotives in use 
today, less attention is being paid to motive power than to 
rolling stock. There were only 37 locomotives ordered last 
year, compared with 200 in 1934. There are, however, 
expectations of a certain amount of buying over the next 
six months. Airbrake companies should do better this 
year than last; it does not matter to them whether the roads 
build cars in their own shops or whether independents build 
them, they still obtain their share of the business. Replace- 
ment of old-type air brakes with the new, A-B type will 
be accelerated as the financial position of the roads improves. 











Position of Leading Equipment Stocks 






































Agricultural 
; _——s«&Barned perShare Price Range ~ a a 
Company 1935————- Recent Divi- Yield Market COMMENTS 
oes 1934 1935(e) High Low Price _dend % Rating 
Fe BROODS no ons0005 + eee | es 4534 100 B-2 _ Full preferred dividends likely to be resumed. 
Deere & Co......... niin ne 0.50 5834 2234 60 ee B-2 _May liquidate preferred accumulations in near future. 
International Harvester ee 1.00 6554 341% 60 1.20 2.0 B-1 _No early change, fellowing recent doubling of common 
rate. 

Minneapolis-Moline Pwr. Impl..... Nil Nil 154 3% 7 B-3 _ May resume preferred divs. in ’36. 
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s e . . . 
Position of Leading Equipment Stocks— (Continued) 
Railroad 
Earned perShare Price Range 
Company ere ee Recent Divi- Yield Market COMMENTS 
1934 1935(e) High Low ice dend Q\ Rating 

Amer. Brake Shoe & Fdry......... 0.83 1.50 4216 21 50 1.00* 2.0 C-2 Earnings rise aided by sales to auto industry. Further 
extras probable. 

Amer. Car & Foundry............. Nil Nil(a) 337% 10 34 C-3 Improvement likely inlast six months. Large orders 
pending. Divs. not imminent. 

American Locomotive............. Nil Nil 3734 9 28 rit C-3 ‘Finances strong but prospects preclude early dividend 
action. 

American Steel Foundries......... Nil Nil 254 12 26 C-3 _Large parts and replacement business enhances cur- 
rent prospects. 

Baldwin Locomotive......... Nil Nil 65% 1% 5 C-4 Orders flower fast year. Reorganization may be 
completed soon. 

General Amer. Trans....... 2.91 2.50 4814 3254 54 1.75 3.2 C-1 Dividends well supported by earnings and moderate 
Increase possible. 

General Rwy. Signal.............. Nil 1.50 4144 1554 48 1.00 2.1 C-2 Strong financial position and improved earnings pros- 
pect safeguard divs. 

New York Air Brake.............. 0.21 Nil 3614 1814 35 C-2 Outlook more hopeful but divs. likely to be deferred 
for some further time. 

Pullman, Inc.......... baGepaielases 0.77 Nil 527% 2914 41 1.50 3.7 C-2 phir arog mildly better and strong finances support 

vidend. 

Baperneater COs. cccsseccsessses 0.57 0.65 3054 11 35 0.50 1.4 C-2 Outlook visibly better and earnings afford good cover- 
age for divs. 

MIMO THU CRE ss Sodsis kc céneacies 1.36 1.30 2614 2014 25 1.20 4.8 C-1 Better earnings indicated for ‘36. Divs. comfortably 
covered by earnings. 

Westinghouse Air Brake.......... 0.21 Nil 3534 18 39 0.50 1.3 C-2 Capital readjustment will raise divs. to 25 cents quar- 
terly as of 4/30/36. 

Business 

Addressograph-Multigraph........ 0.62 0.85 2% 8 25 0.30 1.2 A-® Could pay a larger dividend. _ 

Burroughs Adding Machine....... 0.65 1.15 28 1314 28 1.05* 4.0 A-1 ‘Further extras probable. 

Int’! Business Machine........... 9.38 9.60 19014 14914 180 6.00 3.3 A-1 No early increase in cash divs. Indicated . 

National Cash Register......... .. 0.68 0.80 234 1314 24 0.50 2.1 A-1 ‘Foreign and domestic sales higher. May Increase 
divs. moderately. 

Ce 0.39(b) 0.90(c) 2034 7 22 ee aaa A-2 Capital readjustment paves way for common divs. 
Underwood-Elliott-Fisher......... 3.62 3.75 8714 5334 94 2.50 2.6 A-1 Could raise dividend to $3. eae 
Machinery and Electrical Equipment 

Allis-Chalmers................... Nil 1.50 87% 12 38 .... __...  B+® Resumption of divs. likely this year. 
Amer. Mach. & Fdry............. a2 1.15 3344 18% 27 0.80 3.u B-3 _ Elimination of debt improves position of common. No 
div. change likely. 
Babcock & Wilcoz.....6.0.c00s0% Nil _- 17 28 74 0.40 0.5 B-2 — prospects not clear due to lack of late infor- 
mation. 
oe face EC Nil Nil 8% 4 11 B-3 Preferred divs. may be Increased moderately. 
SIRE oo eda caricvewassebauwan 0.40 0.60 2414 84 25 ree ee B-2 Need for enlarging working capital may postpone divs. 
CACORTRUAE TEAC. 5 0:55 0.0.6 ci 0101560 1.94 3.16(F) 60 8614 59 2.00* 3.4 B-1 _Liberal dividend policy likely to be continued. 
Chicago Pneumatic Tool...... Sun | ae 55 2054 45% 18 B-3 —_- accumulations on preferred obscures common 
v8. 
Cutler Hammer....... Scunews sves. Ome 1.50 47 16 46 0.25 0.5 A-2 —— payment likely to be continued on a quarterly 
asis. 
| Doehler Die Casting.............. 1.99 2.40 287% 1014 32 eT ari B-2 Early resumption of common dividends likel y. 
Electric Storage Battery.......... 2.21 2.75 5834 39 55 3.50* 6.3  A-2 Extra paid out of non-recurring income. Maintenance 
in er 7 EP aE ae of $2.50 rate probable. 
Ex-Cell-O Aircraft & Tool... 0.37 0.90 20% 6 22 ‘ B-2 Prospects favorable. Could pay small dividend. 
Fairbanks, Morse & Co........... 0.28 1.50 3914 17 42 B-2 Recent elimination of preferred arrears presages fav- 
fe eee at orable action on common, 
Food Machinery....... 1.11(g) 2.43(g) 7934 2014 40 1.00 2.5 B-1 Ample coverage would justify increase. 
FOSET WROGIET: cic iecs cs ncwnaes Nil Nil 30 9% 31 B-3 Continued improvement forecast but preferred arrears 
’ } ent eee —. os must be taken care of. 
General Electric.......:.......... 0.59 0.86 40% 2014 39 .80 2.0 A-1 Orders increased sharply. No change in divs. near. _ 
Ingersoll-Rand..... i ee 6.00 121 6034 118 =—5.00* =4.2 B-1 _Strong finances presage continuation of generous divs. 
Mesta Machine.............5...5. 1.46 2.60 42% 2414 43 2.00 4.6 B-1 — carry-over of orders insures sustained earnings 
n '36. 
Nationa) Supply .. I 20% 9 24 B-3 Prospects better but dividends some time off. 
Niles-Bement-Pond . 0.14 = 1.25 3454 84 36 B-2 _ Favorable prospects suggest dividend resumption soo n- 
Walworth SS ae. 63% 14% 7 piatvd ee B-3 Reorganization enhances current possibilities. 
Westinghouse Electric........... Nil 4.00 9834 3254 107 2.00 1.8 A-1 Earnings and prospects would support higher dividend . 
Weston Elec. Instrument.......... 0.20 0.85 33} 10 31 A-2 _ Possibilities good for early resumption of dividends - 
Worthington Pump & Machinery... Nil _Nil 2514 1134 26 B-3 _Losses less but dividends on common remote. 
e) Estimated. * Plus extras. (a) Six months ended Oct. 31. (b) Year ended 3/31/35. c—Year ended 3/31/36. d—Preferred stock. (F)—Pre- 
liminary report. (g) Year ended Sept. 30. 
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Pratt & Whitney's Plant—United Aircraft Subsidiary 


Automobile Outlook 


The auto group provided the back- 
ground for the 1935 recovery move- 
ment, and the motors doubtless will 
again come to the front if further in- 
dustrial revival is to be witnessed this 
year. The reason for the hesitant ac- 
tion of this group is quite evident. The 
early display of new models has intro- 
duced a used car problem that the 
industry has never before had to con- 
tend with at this time of year, and as 
a consequence there has been a certain 
speculative apprehension. Private ad- 
vices from Detroit are that some plants 
have reduced schedules from 15% to 
25% since the first of the year, but 
this is not regarded as more than a 
temporary condition. It still seems 
reasonably probable that 1936 will see 
a gain in volume over 1935 of 15% to 
20%. 

* * * 


Pennsylvania Railroad general mort- 
gage 334s eagerly bought at 9814, the 
most advantageous terms of railroad 
financing in more than three decades. 


* * * 


But Inland Steel did even better than 
this, selling $35,000,000 in 334s at 
101) and the issue promptly went to 
a premium of 1!% points over the offer- 
ing price. 


Pullman 


The quiet strength of Pullman, the 
largest car builder in the country, re- 
flects accumulation based on the belief 
that before the end of the year the 
railroads will be compelled to add to 
their rolling stock. Some observers 
believe that if car loadings attain an 
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net’’ motors has never had so much un- 
Indeed, 
United Aircraft has obtained so much § 


filled business on its hands. 


business that it is reported to be seek- 
ing means of raising additional work- 
ing capital. This, paradoxically, has 
tended to hold the stock back. Boeing 
is actively manufacturing big bomb- 
ers, while Wright, Curtis‘Wright sub- 
sidiary, is pushing its “Cyclone” en- 
gines in competition with Pratt & 
Whitney. The Government is spread- 
ing its engine orders pretty evenly, ap- 
parently with the intention of keeping 
two manufacturers actively in the field. 
Sperry has obtained, or will shortly 
cbtain, some very handsome orders for 
its automatic pilot; in fact, it is possible 
that the company will find itself in 


For Profit 


average of 700,000 weekly the rail- 
roads will have no alternative but to 
enter the market for new equipment, 
and that the buying will assume large 
proportions. 


* * * 


Liggett & Myers reports $4.91 a 
share, against $5.92 for 1934. Reason 
for the decline: processing taxes and 
higher tobacco costs. Well, it won't 
have to pay the processing taxes this 
year. 


* * * 
Airplane Builders to Be Active 


The recent activity in the stocks of 
the aircraft companies is attributable 
to the fact that the pending business 
is the largest in the history of the 
industry. Private operators are pre- 
paring for an expected heavy transport 
business, while the army and navy is 
in the midst of an extensive replace- 
ment program. Douglas Aircraft ap- 
pears to have obtained the cream of 
the orders entered so far and only 
the other day received a navy contract 
for 114 planes. This comes on top of 
the 90 ordered by the War Depart- 
ment last December. The Chance- 
Vought and Sikorsky divisions of 
United Aircraft are also busy, while 
the Pratt & Whitney division, making 
the widely-known “Wasp” and “Hor- 


production difficulties, for this appa- 
ratus is not something on a mass-pro- 
duction basis as yet. It is understood 
that all the recent army and navy 
bombing plane contracts specify pilots. 


ok * * 


Foreign, Bonds 


Foreign governments apparently are 
in no hurry to register their bonds with 
the S E C—and the present deadline 
is March 31. So far, the list of those 
applying for registration includes the 
Argentine, Denmark, Belgium, Italy, 
Panama and Haiti. The par value of 
foreign government bonds sold in this 
country totals about $4,000,000,000. 





A Wright “Cyclone” Motor 
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If they are delisted for failure to regis- 
ter we only hurt our own nationals by 
depriving them of marketability. There 
is no particularly good reason why the 
majority of foreign government should 
register their bonds here, for they are 
prohibited from doing any more financ- 
ing under the Johnson Act. In view of 
who evidently is going to suffer, it is 
to be hoped that S E C will advance 
the deadline and go on advancing it, 
if necessary. 


* * * 


While the improvement in net oper- 
ating income has been the principal 
reason, an additional influence con- 
tributing to the better action of railroad 
securities is the conviction that the 


of the bank seeking a profitable outlet 
for surplus funds applies equally to the 
private investor, and until this con- 
dition changes there will be little in- 
centive for holders of good common 
stocks purchased at attractive levels, 
to sell. 


* * * 
Remington Rand 


Remington Rand is offering holders 
of its 5Y%2% debentures the oppor- 
tunity to exchange them for a new 
444% issue. The new $1,000 bonds 
will carry warrants to subscribe to 15 
shares of common at $25 a share for the 
first two years, the price thereafter in- 
creasing $2.50 a year until a maximum 


and Income 


pension plan will be declared uncon- 
stitutional. The prospect of having to 
pay out 3!4% or more of present pay- 
rolls to support the pension has tended 
to hold up reorganization of some of 
the bankrupt carriers. 


* * 


Boston interests who were for a time 
a bit jittery over the $3 United Fruit 
dividend, now believe that it is reason- 
ably safe. 


* * * 
The Machine Gun Maker 


The buying in Colt’s Patent Fire 
Arms which has driven the stock to 
$73 a share is based upon the satis- 
factory improvement that has been reg- 
istered by the company’s commercial 
lines and the prospect of its war divi- 
sion becoming much more active. As 
the only manufacturer of large ma- 
chine guns in the country, it will re- 
ceive orders for equipping all these 
planes that the army and navy are 
ordering so freely. It should also be 
@ beneficiary of anti-aircraft defense 
programs. 


* * * 


Incidentally, one of the most com- 
mon complaints of bankers has to do 
with the steadily declining return on 
high grade investments. What is true 
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price of $40 a share is reached. Looks 
like an interesting income-producing 
medium, with the prospect also of prof- 
iting from a further upturn in a busi- 
ness whose outlook is favorable. 


* * * 


So far as is known, all S E C investi- 
gations to date have had to do with 
stocks supposedly exploited to attract 
the public. It would be interesting if 
a check-up could be had of stocks that 
are deliberately marked down; that is, 
made to act poorly, for purposes of 
accumulation. 


* * * 
The “Blue Chip” List Grows 


Back in the days of the late depres- 
sion, one could number the stocks sell- 
ing over $100 a share on the fingers of 
one hand. Indeed, apart possibly from 
a few obscure issues, Homestake Min- 
ing was the only stock on the New 
York Stock Exchange above this figure. 
Then Norfolk & Western slipped into 
the rarified zone; the old Coca-Cola 
stock soared; now there are two or 
three dozen active issues selling in three 
figures. The accompanying table in- 
cludes a majority of the more promi- 
nent issues. It is interesting to note 
how widely the ratio of selling price to 
estimated earnings varies. Some, the 
market appraises below twenty times 


last year’s estimated earnings; others at 


forty times or more. The answer, of 
course, is to be found in the popular 
opinion of the outlook for the present 
year. 

x x x 


The politically inspired blast of the 
R F C against the nation’s banks for 
not being willing to lend to Tom, Dick 
and Harry overlooks the fact that bank 
examiners under the New Deal are 
still taking it upon themselves to treat 
the average conservative banker as 
though he hadn’t the slightest idea of 
the ingredients of a sound loan. 
They're damned because they don’t 
and would be bullied if they did. 


Greyhound 


On the announcement that it was 
proposed to split the stock four-for-one, 
Greyhound Corp. moved up to new 
high levels. Although no common divi- 
dends have ever been paid, preferred 
arrears were liquidated some time ago, 
and since then regular payments have 
been made on the senior issue. With 
earnings on the common for last 
year estimated somewhere between $7 
and $8 a share, it should not be long 
before some distribution is made on this 
stock. 


“0-4-2 


Some of the choicest speculative 
profits this year will likely be in the 
shares of companies representing the 
capital goods industries. Not a few 
steel company officials, for instance, are 

(Please turn to page 483) 


























| ° 

| Among Stocks Selling 

| Over $100 a Share 

Est. Times 
Current 1935 
Company Price Earnings 

| Air Reduction....... $185 29 
Allied Chem. & Dye.. 167 21 
American Can....... 128 21 
Amer. Tel. & Tel..... 160 23 
Columbian Carbon... 105 20 
Detroit Edison....... 137 18* 
Eastman Kodak...... 160 20 
Homestake Mining... 540 18 
Inland Steel......... 102 16 
Int. Business Mach... 181 20 
Johns-Manville...... 107 40 
Liggett & Myers..... 111 =° 
McKeesport Tin Plate 116 17 
Minneapolis-Honey- 

WEEE ic cc ccees 173 28 
National Lead....... 230 23 
Norfolk & Western... 222 13 
Owens-Illinois Glass... 145 22° 
Union Pacific........ 120 20 
Westinghouse Electric 109 24 

* Actual showing. 
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What Nullification of Processing Taxes 
Means to Meat Packers 


Earnings of Leading Companies 


ATURAL and 

artificial factors 

combined to 
make last year a difh- 
cult one for the in- 
dustry which, in point 
of value of products 
handled, is the largest 
in the country. The 
meat packers, geared 
to handle a perfectly 
huge unit volume of 
business, were severe- 
ly handicapped in 
most instances, by the 
great reduction in 
animals coming to 


Vary, but Prospect Brightens for All 


By J. C. CitFForp 


totalled $10,596,396, 
including a_ similar 
profit from the pur- 
chase and retirement 
of bonds, which was 
equivalent to 81 cents 
a share of common 
stock after the appro- 
priate deductions. 

In the case of Cuda- 
hy, net profit for the 
fiscal year to Novem- 
ber 2, last, was equiva- 
lent to $1.35 a share 
of common stock, 
compared with $2.97 
a share in the corre- 





market. This was 
partly the result of 
the devastating 
drought of 1934 and 
partly the result of 
the Government's 
corn-hog adjustment program. 
The two combined to make 
the supply of animals com- 
ing to market the lowest in 
fifty years. Naturally, the mat- 
ter did not rest here: the 
meager supplies, to which was 
added the influence of the 
Processing Tax on hogs, in- 
evitably caused a great in- 
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sponding previous pe- 
riod. For Morrell, 





owing to the fact that 
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its main plant in Iowa 
draws from a territory 
which was particular- 
ly hard hit by the drought, the 
decrease in meat supplies was 
more than ordinarily severe. 
Net income for the year to 
November 2, 1935, totalled 
only $338,595, as against $2, 
091,003 in the previous fiscal 
year—the two figures being 
equivalent to 87 cents a share 
5 of common stock and $5.42 a 




















crease in price. The public 
kicked, ate less meat, and the 
packers in order to preserve 
as much of their market as 
they could cut profit mar- 
gins to the bone. Pork, for instance, 
been generally processed at a net 
loss. 

The final effects of all this appear in 
concrete form in the annual statements 
of the packing companies which recent- 
ly have been made public. Under the 
circumstances, a good showing was 
made. Armour & Co. (lllinois) re- 
porting for the 53 weeks to November 
2, 1935, showed a net profit of $9,377,- 
&50, including a negligible profit from 
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Photo, Courtesy Armour & Co. 


Part of Star Ham Smokehouse 


the purchase and retirement of bonds, 
and after interest, depreciation, taxes 
and other deductions. This was equiva- 
lent, after dividends on the guaranteed 
preferred stock of the Delaware com- 
pany, after dividends on its own $6 
prior preferred and after allowing for 
the period’s dividends on the 38,994 
shares of undeposited old 7% preferred, 
to 53 cents a share on 4,065,418 shares 
of common stock. In the previous 
fiscal year the company’s earnings 


share, respectively. 

In contrast to these three 
companies which reported low- 
er earnings for their latest 
fiscal year two important ones, 
Swift and Wilson, did better, the 
showing made by the former being 
particularly good. Swift, for the year 
to October 26, 1935, reported earnings 
of $8,767,302 after the usual deduc- 
tions and after setting aside $6,000,000 
for a possible decline in the value of 
inventories. This was equivalent to 
$1.48 a share of common stock and 
compared with 83 cents a share in the 
previous year. Out of earnings in the 
1934 fiscal year, Swift also set up an 
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| inventory reserve; the sum was $6,500,- 


000 and the reserve for a possible de- 
cline in inventory values now amounts 
to $16,767,000. At the end of Octo- 
ber, last, inventories were being carried 
at $97,983,421, compared with $100,- 
506,172 at the end of the previous year. 
The main reason why Swift has made 
a better showing than the other pack- 
ers appears to have been the building 
up of inventories prior to the develop- 
ment of short meat supplies. 

Wilson’s earnings last year were only 
moderately over those of the previous 
period. Net profit totalled $4,109,539, 
after interest, depreciation and taxes 
and this, after allowing for the dividend 
requirements for the period on 324,783 
shares of new $6 preferred, was equal 
to $1.08 a share on 2,001,163 shares of 
new common stock. In the preceding 
year net profit 
was $3,833,460 
which, if calcu- 
lated upon the 
same capitaliza- 
tion as currently 
exists, was equal 
to 94 cents a 
share of common 
stock. 

Following this 
brief sketch of 
the record made 
by the leaders in 
the industry, at- 
tention can be 
given to a consid- 
eration of the fu- 
ture. Conditions 
have changed 
very radically. In 
the first place, 
while meat is 
likely to continue relatively scarce 
and high in price for the better 
part of the present year, the worst 
of the shortage seems to be over. 
In the second place, the Supreme 
Court decision voiding the A A A 
and the processing taxes will have 
far-reaching repercussions on the 
packing industry. 

The elimination of the $2.25-a- 
hundredweight processing tax on 
hogs should mean big things to 
the packers for a while, although 
the favorable effects will wear off 
sooner or later. Virtually, the 
voidance of the levy means that 
the packers’ profit margin on the proc- 
essing of hogs has been widened by 
this amount. In order to obtain as 
much volume as possible, however, 
competition within the industry itself 
will force its being divided with the 
farmer. A division also will be forced 
with the consumer of meat, for no one 
realizes better than the packing indus- 
try how high prices curtail consump- 
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tion. Thus, it would seem that the 
packers should not enjoy for long the 
advantage given them by the Supreme 
Court. Nevertheless, and provided 
New Deal legal trickery fails to evolve 
the same tax in another form, such as 
an excise tax, the elimination of the 
processing taxes, should be most con- 
structive to the packing industry over 
the longer term. 

There has been a good deal of buy- 
ing of packing stocks recently on the 
theory that the stockholders of the 
various companies would be direct bene- 
ficiaries of the processing taxes held in 
escrow and which the Supreme Court 
has just ordered returned to them. 
A good deal of uncertainty, however, 
surrounds the final disposition of these 
undoubtedly handsome sums. In the 
case of Swift, processing taxes held in 



















Photos, Courtesy Sunft & Co. 
(Top) Hogs on Rest Floor 
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escrow at the end of the last fiscal year 
totalled $6,931,000; in the case of Wil- 
son, $3,501,000; in the case of Armour, 
$7,757,000. But it is an open ques- 
tion whether these moneys, together 
with the processing taxes due but not 
paid, will become available to com- 
mon stockholders. It is conceivable 
that wholesalers, butchers, or other 
middlemen might fight successfully an 





action to recover taxes that have beer 
passed on to them, and are now held 
illegal. 

As for stockholders benefiting from 
the recovery of processing taxes paid 
into the Treasury, this is even more 


doubtful. There is first the obstacle 
in the law passed by Congress that says 
in no uncertain terms that the Govern: 
ment should not be sued for processing 
taxes paid which were afterwards 
found to be illegal, unless the plaintiff 
could prove that such taxes were not 
passed along to the consumer. Off 
setting this, there is the right to sue a 
tax-collector personally for recovery of 
an illegal levy and the Treasury is 
obliged by statute to reimburse the col- 
lector should the action be successful 
New Deal brains are currently working 
overtime in an attempt to discover a 
satisfactory plug to fit this loop 
hope; whether they will, cannot 
be known before final settlement in 
the courts, and probably the Su- 
preme Court. Assuming the taxes 
can be recovered, there still re 
mains the question of whether 
the companies will be able to re- 
tain them. 
As a matter of fact, and merely 
in passing, it is probably not right 
as a matter of common-sense jus 
tice that the companies should be 
permitted to retain for their own 
uses recovered processing 
taxes. When these taxes 
were originally imposed, 
it was known by everyone 
that they entailed such 
huge amounts that the 
paying corporations could 
not possibly absorb them. 
To date, the Treasury has 
been actually paid almost 
$1,000,000,000 in the 
form of these levies; the 
three companies, Swift, 
Armour and Wilson, alone 
paid to the Government 
or placed in escrow about 
$120,000,000 between the 
time the processing tax on 
hogs went into effect on 
November 5, 1933, and 
the end of September, 
1935. There can thus be 
no question but that by 
far the greater part of all 
processing taxes have been 
paid by the consuming public. And 
why should taxes levied, admittedly 
illegally, upon 125,000,000 people be 
recovered for the benefit of a com: 
paratively small number of stockhold- 
ers? While this may seem to wander 
somewhat from the point, it has been 
brought out for the purpose of showing 
that the owners of the packing compa- 
(Please turn to page 486) 
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Common Stocks With Dynamic 


Possibilities 


Low and Moderate Priced Shares of Companies in a 


Position to Show Broad Gains in Coming Months 


By THe Macazine oF WALL STREET STAFF 


Container Corp. of America 


Profiting first by increased demand 
for its products occasioned by the re- 
peal of prohibition, and then by the 
general pick-up in business, the Con- 
tainer Corp. of America has gone far 
ty recover much of the custom which it 
lost during the slump. And with its 
capitalization recently simplified so that 
there now is only one class of stock out- 








Earnings Per Share 


1934 1935 Recent Price Div. Yield 
$1.70 $1.75* $21 None — 
* Estimated 








standing, shareholders are placed in a 
more fortunate position. Of the pres- 
ent authorized capital stock of 1,000,- 
)00 shares of $20 par value, there are 
outstanding 653,540 shares, listed on 
the New York Stock Exchange. 

Container Corp. is the largest com- 
pany in this country engaged in the 
manufacture and sale of shipping con- 
tainers and cartons, and of boxes and 
various shipping cases made from a 
paper base. It serves a widely diversi- 
fied portion of industry, and any gen- 
eral increase in retail sales of all kinds is 
to be found reflected in the improved 
business of this company. 

Earnings of the company slumped in 
1927 and continued to show declines, 
with heavy deficits, in 1931 and 1932. 
However, with 1933, there was a re- 
covery to the profit side of the ledger, 
which was sharply emphasized in 1934, 
with a net income of more than $1,100,- 
)00, equal to $2.79 a share on the old 
Class “A” stock and to 79 cents a share 
on the Class “B.” 

Further improvement was recorded 
in 1935, net profit for the first ten 
months of that year being equal to 
$2.74 on the Class “A” and to 77 cents 
on the class “B.” Under the new 
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capitalization it is estimated that the 
net for the full year of 1935 was 
equal to better than $1.75 a share on 
the outstanding stock and might run 
as high as $2 a share. The actual fig- 
ures have not yet been made public. 

Container Corp. lists among its prin- 
cipal customers some of the largest 
industrial concerns in America, and 
these are more or less constant, so that 
wide fluctuations in sales volume are 
not generally looked for save under 
unprecedented conditions such as the 
depression of the past several. years. 
When the general business conditions 
of the country were good the corpora- 
tion was able to secure such a share of 
trade that it could maintain the pay- 
ment of dividends on its “A” and “B” 
stocks for a number of years. Pay- 
ments on the latter ceased in 1929 and 
on the former, in 1931, while the last 
payment on the preferred was $19.25 
a share, made in November, 1935, 
which cleared up all the arrears on this 
stock. Nothing has been declared on 
the new capital stock and the directors 
have not intimated that there will be a 
declaration of payment soon, but the 
improved earnings of the company, and 
the elimination of the preferred stock 
are strongly indicative of a probable 
payment before long—especially with 
the expected continuance in the rate of 
improvement which has marked the 
company’s business. 


Celotex Corp. 


The Celotex Corp. is the successor, 
through bankruptcy and reorganization, 
of the Celotex Co., manufacturer of 
an insulating fiber board made from 
bagasse, the residual material from 
sugar cane after the juice has been ex- 
tracted. This product is known as 
Celotex, and is used largely in building 
construction for insulating, sheathing 


and sound deadening. It also is used 
by refrigerator manufacturers and in 
the automobile industry. The corpora- 
tion also manufactures paper, through 
a subsidiary, using bagasse as the base. 

The predecessor company was highly 
successful in the years preceding the 
business reaction which set in in 1929, 
and from 1926 to 1930, inclusive, it 
paid dividends, in varying amounts on 








Net Income Recent 
Yr. Ended 10/31/35* Price Div. Yiela 
$221,215 $26 None ~ 


* No comparable basis. 








its common stock. With the industrial 
slump, however, business dropped pre- 
cipitately until the company’s depletion 
of cash forced it into bankruptcy. The 
receivers report for the fiscal year 
ended October 31, 1935, showed a re- 
versal of the downward trend, with 
actual net income of $221,215. 

Giving effect to the reorganization, 
Celotex Corp. as of November 1, 
1935, had a funded debt of $2,671,- 
000, in 10-year 62% first mortgage 
bonds, and 30-year, 6% income deben- 
tures. Outstanding capital is made up 
of 29,072 shares of 5% preferred stock 
of $100 par value, and 277,185 shares 
of no par common stock. Current posi- 
tion of the new corporation is good 
with a working capital of $2,998,000 
and cash of $1,597,000. 

The revival of building construction, 
a business which was hit as hard as, if 
not harder than any one other single 
industry, is a factor decidedly in favor 
of Celotex. The first indication of this 
was shown by the excellent return in 
income, under the receivership, before 
reorganization. The recovery in build- 
ing was not so well under way in the 
early part of 1935, so that the com- 
pany did not have a full year of active 
business as a measure by which to judge 
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the near future. But with construction 
and renovation of old houses under 
way, and with building contracts in- 
creasing, especially those of the residen- 
tial sort, under the stimulus of the sup- 
port of the Federal Housing Adminis- 
tration, there should be a most substan- 
tial gain in the sales of the products of 
the Celotex Corp. The company does 
not lack for raw material, obtained or 
obtainable at low cost, and the spread 
between the price of the raw material 
and the figure at which the finished 
product may sell, is likely to be some- 
what widened, instead of narrowed, 
thus increasing the margin of profit, 
and tending to place the company in a 
position comparable with that which it 
occupied prior to the depression. 

The new preferred and common 
stocks are listed on the New York 
Stock Exchange. The preferred is in- 
active, but the junior issue is develop- 
ing signs of some of the speculative in- 
terest that at one time helped to lift the 
price to a high level. 

With the new preferred starting with 
a clean slate, with no back dividend 
accumulations, and with the total 
amount comparatively small, there is 
not much ahead of the common, so that 
even a moderate gain in income would 
provide the basis for substantial price 
appreciation as well as possible divi- 
dend consideration during the months 
to come. 


Firestone Tire & Rubber Co. 


Pronounced improvement in its busi- 
ness, increase in sales volume, and a 
sharp gain in earnings, featured Fire- 
stone during 1935, with the result that 
the directors raised the dividend rate 
from 40 cents a share to $1.20 annu- 





Earnings Per Share* 
1934 1935 Recent Price Div. Yield 


$0.71 $1.53 $26 $1.20 4.6% 
* Year ended October 31. 





ally, the first quarterly payment being 
made on January 20, of this year. 

Net income for the fiscal year ended 
October 31, 1935, was $5,649,000, or 
$1.53 a common share, compared with 
$4,154,000, or 71 cents a share in the 
previous fiscal year. Some of the in- 
crease was due to the expansion of the 
company’s mechanical rubber goods 
division, while its Liberian rubber plan- 
tation began to show profits for the first 
time. From these two latter sources it 
is expected that better results will ac- 
crue in the current year. 

Firestone Tire & Rubber Co. is one 
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of the “Big Four” engaged chiefly in 
the manufacture of automobile tires, 
but it has diversified its output so that 
it now embraces practically all branches 
of the rubber manufacturing industry. 
Like other concerns in the field it had 
developed its capacity out of propor- 
tion to demand, and with a view to in- 
creasing sales it established a chain of 
nation-wide stores that were stocked 
with the company’s various products. 
This policy proved decidedly helpful, 
especially during the period of general 
business recession. Despite the general 
industrial slump, the company there- 
fore was able, even during the worst 
years of the depression to show income 
in each year, and in only two years of 
that period did it fail to show fairly 
substantial earnings on the junior issue. 
On this latter issue dividends, in differ- 
ent amounts, have been paid every year. 

The effort for better integration 
which the company made by the estab- 
lishment of a rubber plantation in 
Liberia, while discouraging for a time, 
largely due to low prices for crude rub- 
ber, and which resulted in discontinuing 
planting of rubber trees in 1930, took 
on new energy in 1934, and in his re- 
port to stockholders, in connection with 
the company’s latest annual report, H. 
S. Firestone, chairman of the board, 
pointed out that the company was tap- 
ping and receiving rubber from 10,000 
acres and that a further 45,000 acres 
would be tapped as the trees came into 
maturity. He concluded that the rub- 
ber plantations should prove very valu- 
able. 

There is no funded debt, but the 
company guarantees obligations of sub- 
sidiaries in the amount of $17,350,000. 
Outstanding capital consists of 466,111 
shares of 6%, Series “A” preferred 
stock, of $100 par value, and 1,866,007 
shares of common stock of $10 par 
value. Policy of the company to re- 
tire its preferred stock has resulted in 
reducing the number of shares of this 
issue outstanding by more than 134,- 
000 shares, since 1929, while about 
342,000 shares of the common have 
been repurchased and placed back in 
the treasury. 

Firestone has maintained a strong 
financial position. As of October 31, 
1935, it had a net working capital of 
$47,133,000. There were loans in the 
amount of $9,000,000, but cash item 
alone was $11,613,000, so that there 
was ample coverage. 

Currently the approximate dividend 
yield on the price of the common stock, 
listed and traded in on the New York 
Stock Exchange, is slightly better than 
4.5%. The ability of the company to 
stand up sturdily, even during the worst 
period of the depression, augurs well 
for its future, with general business 


conditions improving, and gives to the 
junior issue some of the elements of an 


investment security. Of course the 
outlook will be still further improved 
it the efforts of the various leaders in 
the tire industry are able to preserve 
the “peace” which has obtained lately, 
and avoid the ruinous price cutting 
which has hampered every company in 
the industry. 


Reynolds Metals Co. 


A leading producer of metal foil. 
temperature and pressure control de- 
vices, and of thermostats, Reynolds 
Metals Co. has an excellent record of 
earnings over the past decade, though 
in the past two years the net income 





Earnings Per Share 
1934 1935 


$1.68 $1.25* $31 
* Estimated 


Recent Price Div. Yield 
$1.00 3.2% 





has shown a tendency to recede. Net 
income for the first nine months of 
1935 declined to $828,000, from 
$1,217,000 in the corresponding period 
the previous year, and while the final 
figures for 1935 are not yet available, 
the estimate places the net at around 
$1.25 a share, on the common stock, 
compared with $1.68 per share in 
1934, the latter being before require- 
ments for 50,000 shares of 52% pre- 
ferred stock issued in 1935. 

Reynolds Metals, which is con- 
trolled by The United States Foil Co., 
through the latter’s ownership of about 
55% of the common stock, has a sub- 
stantial interest in the Richmond 
Radiator Co., Inc., manufacturer of 
radiators and enamelware. The latter 
company has been operating at deficits 
for a number of years, and cannot be 
depended on to provide any income for 
Reynolds, at least for some time to 
come, though building construction 
gains may serve to reduce its current 
losses. 

Reynolds has been pursuing a policy 
of developing new products particu- 
larly in the building field, which have 
served it well, and provide the basis 
for hope for a change in the trend of 
income shown recently. As a matter 
of fact, while the net per common 
share was less in 1934 than it had been 
the previous year, the actual total net 
income was larger, and the reduction 
per share was due to an increase in 
the number of shares outstanding. The 
same did not apply to 1935, however, 
when the actual profits were less than 
they had been the previous year, reflect- 
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ing heavy development costs and ex- 
penses. 

Reynolds has outstanding 50,000 
shares of 5!/2%, cumulative, preferred 
stock, of $100 par value and 960,322 
shares of common of no par value. The 
preferred is convertible into common, 
at any time, in the ratio of one share 
of preferred to three of common. As 
of May 9, 1935, there were $2,880,- 
000 in 242% notes, due in 1939. At 
the time of the offering of the preferred 
stock, in 1935, it was stated that a por- 
tion of the funds obtained from the 
sale of the stock would be used, either 
to retire bank loans or to reduce the 
amount of the outstanding notes. 
Bank loans on March 31, 1935, were 
$1,300,000. 

As of December 31, 1934, the finan- 
cial position of the company was only 
fair. While its net working capital 
was placed at $4,785,000, its cash item 
was only $710,000, while inventories 
were heavy, at $5,258,000. 

Dividends, at the rate of $1 an- 
nually, are being paid on the common 
stock, and appear to be amply covered 
in the estimated net income for 1935. 
The fact that the company has contin- 
ued to earn and to pay dividends on 
this equity for many years, is apparent 
reason for believing that there is little 
danger now, with generally improved 
business conditions, of failure to earn 
dividend requirements in the future. 
The stock yields only a little better than 
3% at its current price on the New 
York Stock Exchange, but the excellent 
record of the company, and the ex- 
pected broad gains in residential build- 
ing this year, in which it is bound to 
participate, gives considerable attraction 
to the common shares. 


——_— 


Niles-Bement-Pond Co. 


Three years of deficits, from 1931 to 
1933, both inclusive, incurred by Niles- 
Bement-Pond Co., were followed by a 
slight recovery in 1934, which enabled 
the company to show a net income for 
that year which was equal to 14 cents 








2 Per Share 


934 1935 Recent Price Div. Yield 
$0.14 $1.25* $33 None — 
* Estimated 








a share on the outstanding stock. That 
this recovery was based on better busi- 
ness conditions, particularly in heavy 
industries, was indicated by the fact 
that it was extended in 1935, so that 
the net for that year showed a very 
substantial increase. Official figures 


464 


are not yet to be had, but from the re- 
ports of progress that the company 
was making during the year, and the 
increase in its sales volume it is esti- 
mated that the actual profits for 1935 
were well over $1 a share, and might 
run as high as $1.25 a share. 

This company, with its subsidiaries, 
manufactures small tools, gauges and 
metal-working tools, such as dies, ream- 
ers, drills, etc. It has a minority in- 
terest in two companies operating in 
the heavy machinery field, and owns 
all of the capital stock of the Pratt & 
Whitney Co., manufacturers of pre- 
cision machinery and small tools. 

The machine tool industry was hard 
hit by the depression, and only within 
the past year has it been able to give 
any signs of a return to a position 
where it could look for substantial 
income. Naturally, this company 
shared in the slump, and now that the 
depression clouds are rolling back, its 
strong position in the trade provides a 
basis for rather exceptional optimism— 
an optimism the basis for which 
already appears in the 1935 results. 

There are no long-term obligations, 
and the company’s only capital con- 
sists of 177,000 shares of no par stock. 
The balance sheet, at the close of 1934, 
revealed a comfortable financial posi- 
tion. Cash item was slightly more than 
$800,000; working capital was placed 
at $3,131,000 and there was a profit 
and loss surplus of over $2,000,000. 

On the old preferred and common 
stock, before the present capital set-up, 
the company paid dividends—regular 
on the preferred and in varying 
amounts on the common—for many 
years. With the decline and the final 
disappearance of income, during the de- 
pression, naturally there were no divi- 
dend disbursements, the last payment 
having been one of 15 cents a share, 
on March 31, 1932. 

The outlook for the company over 
the near term appears much better than 
at any time in the past decade. The 
demand for tools and machine equip- 
ment is distinctly on the up trend with 
the prospect that further mechaniza- 
tion of industry as a result of the So- 
cial Security legislation with its tax on 
the number of employees, will carry it 
forward considerably during this year. 

The most sanguine can hardly look 
for a nearby declaration of a dividend 
on the company’s outstanding stock, but 
if the trend indicated in 1935 is main- 
tained during the present year, it might 
not be improbable that some disburse- 
ment may be made before the year is 
ended. The stock appears to have 
distinct possibilities as a speculative 
vehicle and potential dividend-payer. 
It is listed and traded in on the New 
York Curb. 


Union Tank Car Co. 


Union Tank Car Co., which is the 
largest concern in the country engaged 
in leasing tank cars, was formerly a 
unit of the old Standard Oil System, 
and while it has long been separated 
from the former so-called trust, it still 








Earnings Per Share 
1934 1935 


$1.36 $1.30* $25 
* Estimated 


Recent Price Div. Yield 
$1.20 4.8% 








obtains most of the business from the 
various oil units which went to make 
up the old company. This provides it 
with a foundation that enables it to 
maintain a fairly even level of earnings 
from year to year, and, at the same 
time, simplifies the selling problem. 
The variations in earnings, therefore 
must be based largely upon the state of 
the petroleum industry. Since this in- 
dustry appears to be on the upgrade 
now, the outlook for Union Tank Car 
Co. is improved accordingly. 

The company entered 1935 with no 
funded debt, all of its car trust notes, 
totaling $3,900,000, having been paid 
off late in 1934, leaving the sole capi- 
talization at 1,200,000 shares of no par 
stock. While the payment of these 
obligations reduced the company’s 
working capital, it did not seriously 
impair it. In fact, even after the pay- 
ing of these trust notes, there remained 
$6,112,000 in cash and government se- 
curities, while the net working capital 
stood at $7,843,000. 

The company has an enviable earn- 
ings and dividend record. Prior to the 
taking up of all of the preferred stock, 
regular disbursements had been made 
on the common stock since 1914. With 
a four-for-one split up, in 1929, the 
rate on the common was fixed at $1.60 
annually. This was successively re- 
duced until it is now $1.20 yearly. 
There is some prospect, however, that 
it may be stepped up again this year. 

Figures for the full year of 1935 
have not yet been published, but it is 
estimated that net income will approxi- 
mate $1.30 a share, which would be just 
4 cents a share short of the earnings 
for the previous year. 

In forecasting the near term it must 
be admitted that the company’s pros- 
pects are almost entirely embraced in 
the possibilities of the oil industry. 
There is every reasonable assurance, 
based on the company’s long record of 
satisfactory earnings, even during the 
depression period, that the average rate 
of income can be maintained, and there 
are strong probabilities of a better show- 

(Please turn to page 482) 
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Taking the Pulse of Business 


— Steel Demand Steady 


TORMS and colder 
weather during the past 
fortnight have caused 

greater than seasonal gains in 
the output of coal and elec- 
tric power; but most other 
industries failed to pick up 
as rapidly as usual after the 
holidays, so that our per capita Business Activity index has 
fallen back to 82.5% of normal. This represents a drop of 

% from the December peak, but an improvement of 22% 
over the same season a year ago. Under normal business con- 
ditions about 51 million people should be gainfully employed 
at the present time; but with per capita Business Activity at 
82.5% of normal, one would expect only 82.5% of 51— 
namely, 42.1 millions—to be employed. This would indi- 
cate unemployment of about 8.9 millions (51 less 42.1), 
which agrees with other published estimates and suffices to 
account for the situation without dragging in technological 
unemployment. 

Demand for both consumers’ goods and capital goods con- 
tinues to hold up well. In December, department store sales 
throughout the country ran about 6% ahead of the previous 
December, compared with a 5% gain for the full year; lead- 
ing mail order houses report a gross increase of 18% in 
December, compared with 21% for the entire year; rural 
store trade rose 16% in December, compared with the year’s 
gain of 19% over 1934, and 44% above 1933; grocery chain 
sales were up 14% in December, against 12% for the year; 
variety stores made the porest showing with a December 
gain of 4.6%, and a year’s increase of 3.4%, while total 
sales of all chains in December increased 10%, against 11% 


— Metal Markets Mixed 
— Oil Prices Advanced 
— Furniture Sales Improve 


— Sugar Curb Continues 


for the year. Undoubtedly, 
however, sales of general mer- 
chandise last year would have 
made an even more favorable 
comparative showing had it 
not been for the large increase 
in outlays for automobiles. 

In the capital goods field it 
appears that December's residential permits were up 156% 
in number and 224% in estimated cost above the previous 
December; while construction contracts east of the Rockies 
actually let during December were the highest for any 
month since July, 1931, and 185% above the previous De- 
cember, against a full year’s gain of 20%. Residential 
building is being especially stimulated at the present time by 
low interest rates, Government guaranteed loans and 
cheaper basic building materials which, contrary to certain 
widely held beliefs, are lower than for any mid-January 
period since 1926. Even labor is in fair supply at consider- 
ably less than nominal union wage scales. Machine tool or- 
ders last year were 86% heavier than in 1934, and many 
manufacturers are unable at the present time to make prompt 
deliveries. New corporate capital raised through flotation of 
securities in December, though still very small, was 200% 
greater than in December, 1934. This compares with an 
increase of 186% for the full year. 

The huge supply of idle money is pushing high grade 
bonds to such heights that insurance companies and other 
large investors, both private and institutional, are being 
forced into the long term mortgage market where loans are 
being made at 4%, and in some instances even less, on 10 
and 20 year paper that provides for liberal amortization. 
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Many individuals are turning to insurance as a form of in- 
vestment and there has been such a marked increase in life 
contract and single premium payments that some companies 
are restricting or even refusing this type of business, owing 
to the difficulties attendant upon re-investing funds at an 
adequate yield. Naturally much of the overflow is finding 
its way into equity securities and the Common Stock Index, 
though mildly reactionary last week, has advanced since 
our last issue to the best level since March, 1931. 

Thus far the voidance of A A A has led to mild reactions 
in the more distant options for a few agricultural staples but 
advances have somewhat outweighed declines during the 
past fortnight in the cash commodities entering into our Raw 
Material Price Index, which has risen fractionally—chiefly 
owing to a 10% increase in the price of Mid-Continent 
crude. 


The Trend of Major Industries 


STEEL—Hesitation as to nearby demands from automo- 
bile and agricultural implement makers has been responsible 
for a rather sluggish recovery in steel mill operations since 
the holidays; though thus far the agricultural implement in- 
dustry is operating at 75% to 90% of normal and shows 
practically no adverse effects from the AAA decision. 
Automobile production has slowed down a bit in conse- 
quence of noticeable falling off in sales to the public and 
the growing difficulty in clearing inventories of used cars. 
Solution of the latter problem is expected to be facilitated by 
disbursement of the soldier bonus after the month of June: 
but meanwhile it is not knewn how far the industry will be 
willing or able to raise additional working capital for piling 
up stocks of new and trade-in cars. Hopes of rising opera- 
tions during the first half of the present year are being based 
upon the improved outlook for railroad purchases and a con- 
spicuously expanding market for construction steel. At 
present writing steel ingots are being turned out at about 
51% of capacity, a rate which is only 8% higher than last 
year at this time. 


METALS—Except for further weakness in silver and 
tin, prices of non-ferrous metals have remained unchanged 
over the past fortnight. New York silver has been permitted 
to drop to 4434 cents 


panded 20%. Lead is in such heavy demand at the present 
time that producers are supplying only part of the demands 
of occasional customers, and an early advance in price seems 
probable. 


PETROLEUM—During the past fortnight there has been 
a 10% advance in Mid-Continent crude, followed by cor- 
respondingly higher prices for gasoline. Another earnest 
effort is being made to bring about voluntary curtailment in 
California by promising higher prices to the smaller inde- 
pendents. Thus far California has been able to sell its sur- 
plus output to Italy and the Far East, and there is still stor- 
age in California to be filled; so that no overflow has yet 
reached the Eastern seaboard to undermine prices. Over- 
production in California, however, remains as a potential 
menace to profits in other fields. 


SUGAR—Cuba has just embarked upon a six-year pro- 
gram for controlling production, grinding and export quotas, 
similar to the Chadbourne five-year restriction plan which 
ended December 19. The domestic sugar outlook continues 
to be clouded by the doubtful legality of the Jones-Costigan 
law. 


FURNITURE —Sales at the two furniture exhibitions in 
Chicago ran about 30% ahead of last year, and rapid ex- 
pansion in home building encourages the industry to expect 
good profits in 1936. 


SHOES—Consumption of shoes last year fell about 10 
million pairs short of production. The heavy carryover and 
increased prices seem likely to prevent production this year 
from reaching the 1935 record of 374 million pairs, unless 
employment in other lines of industry should pick up mate- 
rially. Higher unit profits, however, should help to make 
1936 a fairly satisfactory year. 


Conclusion 


Flattening out of the motor car production curve at a sea- 
son of the year when sharp expansion in output was former- 
ly normal has been largely responsible for a 9% drop in Busi- 
ness Activity from the December peak. In spite of this reces- 
sion, however, condi- 
tions are still 22% 





to conform more 
closely with the Lon- 
don market, and Com 
merce Department fig- 
ures indicate that the 
Treasury has been pay- 
ing no more than 50 
cents for Mexican sil- 
ver. Plans for an early 
advance in the price of 
domestic copper appear 
to have been shelved 
for the time being by a 
recent statement attrib- 
uted to Sir Edmund 
Davis, deputy  chair- 
man of the Rhodesian 
Anglo-American, Ltd., 
that producers of cop- 
per in Africa would in- 
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better than a year ago 
at the same time, and 
an unseasonally heavy 
volume of construction 
planning offers hope 
that this industry will 
before long assume the 
leadership in pulling 
the country up out of 
the depression. Pas- 
sage of soldier bonus 
legislation renders it 
probable that Govern- 
ment funds will flow 
into the channels of 
commerce even more 
lavishly this year than 
last, and carries the 
threat that the Govern- 
ment’s financial ma- 
chinery may get out of 


VWIS XIGNI 


6*100 
par 
1927 1928 1929 1930 193! 1932 1933 19341935 


anuary 18, 1936 


DEED ck cals cigese sce sawee up 0.1 

Building materials ....... no chang hand sooner or _ later 
errs on up 0. 

Housefurnishings ....... no change and plunge the country 

Miscellaneous .......... own 0. into an orgy of infla- 


tion. 








466 


THE MAGAZINE OF WALL STREET 














resent 
mands 
seems 


s been 
y cor- 
arnest 
ent in 
inde- 
S$ sur- 
| stor- 
is yet 
Over- 
ential 


| pro- 
10tas, 
vhich 
inues 
tigan 


ns in 
1 ex- 


cpect 


t 10 

and 
year 
nless 
late- 
nake 


sea- 
ner- 
usi- 
ces- 
ndi- 
2% 
ago 
and 
avy 
ion 
pe 
will 
the 


ing 


Us 


ter 


a- 











| Business Indexes 


The Magazine of Wall Street’s Indicators 


Common Stock Price Index 








WEEKLY STOCK SALES 
30%—- | — 


| 

1935 
10) _ 4 S| ~ ye 
- ot her4 " iad 7 


a ent Pee 


Ae ue 


2 
>. 
- 


“7 














TIME MONEY | 
! 





41935 . . ee! 


a 
‘ 
‘ 

0! mI 














BOND AVERAGES | | _ u% 
r| [| tt ea 
o* | ‘ai 

yoote 


= Re See 

as daar] he i es a dl sccastiiceall 
| 41935] 

90F | 
i 


rarvectwews ent 














CAR LOADINGS 





~ 
a 
=) 
| 
ee 
i 
H 





== 
—, 











HOUSAND CARS—————y p= PRICE SCALE ny p= PER CENT=mny MILLION SHARES 
s 


erreL 
--* 
i | 
| 
| 
tH 
| al 
a 1 
‘Lo | 


rr 
—— 
) 

? 
<n 
wot 

ae 

. | 

at 
a---* 
~ 

Sp, 








LE eeett 
snelnanieo=l 


4 



































500) 
sok. 





“TF 





[1923-25 F 100 meg fo MILLION TONS [TO THOUSAND CARS ———y pe OF CAPACITY pene MILLION KWH 





J FMAMJJAS OND 
i. 1936 | 


3o 












1935 Indexes 1936 ‘Indexes 








Number 
Close of Sones 














High ie (1925 Close—100) ‘Low mt - a . ~ 25 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








LOOSE-WILES BISCUIT CO. 


Would you care to comment at this time 
on Loose-Wiles Biscuit Co.? Do you still 
look favorably upon its investment poten- 
tialities in the light of its 1935 earnings 
record?—F, A. L., Portland, Ore. 


The recent refinancing operation 
whereby Loose-Wiles Biscuit Co. re- 
placed its 7% preferred issue with 5% 
stock, a large part of which was 
promptly subscribed by present holders, 
has improved the investment potentiali- 
ties of the common stock through the 
reduction of prior charges. The fact 
that the major part of the new issue 
was absorbed by holders of the old 
preferred under their subscription rights 
indicates their confidence in the man- 
agement and in the future of the enter- 
prise. The company’s report for the 
full year 1935 has not yet been pub- 
lished, but earnings for the nine months 
ended September 30, were $1,022,247, 
equal to $1.60 a share after dividend 
requirements on the then existing 7% 
preferred stock, which compares fav- 
orably with net of $1,043,698 or $1.64 
a share for the first nine months of 
1934. It has been estimated that 1935 
results will be equal to at least $2 a 
share, which would be practically the 
same as the $2.04 a share reported for 
1934. With smaller dividend require- 
ments on the new preferred, a better 
proportionate result for the common 
may be anticipated in the future. In- 
creased public purchasing power, an 


important factor for bakers of crackers 
and biscuits, may be anticipated over 
the longer future in view of the better 
underlying conditions now visible, so 
we feel reasonably secure in expecting 
a moderate upturn in earnings for 
Loose-Wiles in the coming year. De- 
spite a reduction in inventories, the 
financial position as of April 30, 1935, 
showed improvement in both directions, 
with larger current assets amounting to 
$8,304,465 and smaller current liabili- 
ties of $1,754,309, by comparison with 
the balance sheet of December 31, 1934. 
With such adequate finances, a strong 
trade position and ample facilities to 
take advantage of whatever business 
improvement may appear, this leading 
food stock retains its sound investment 
status, and in our opinion, continues to 
deserve the favorable opinion which we 
have previously expressed. 





GLIDDEN Co. 


I have been pleased with the action of 
my 100 shares of Glidden Co. common— 
on which I now have approximately 22 
points profit. Do you think that immediate 
prospects have been discounted by present 
prices? Or, do you believe that favorable 
conditions, felt in both the paint and the 
food products branches of this company, 
will make for further marketwise gains 
this year?—G. H. W., Kansas City, Mo. 


Glidden Co. with its sixty-five years 
of experience, is firmly entrenched in 


several stable lines of business, enjoy- 
ing a high degree of integration through 
owning not only its numerous factories 
in strategic locations but largely con- 
trolling its own supplies of raw mate- 
rials. Its firm foothold in the food in- 
dustry helped to carry the company 
through a period of depression for its 
paint and chemical departments, but 
now those departments are reaping the 
benefit of revival of activity in the 
automobile industry and in residential 
building and redecorating, all of which 
have brought Glidden excellent returns 
in recent months. The fiscal year ended 
October 31, 1935, resulted in net profit 
of $2,645,590, equal to $2.91 a share 
on the 753,881 shares of common now 
outstanding, compared with net of 
$1,532,324 or $1.68 a share for the 
1934 fiscal year. The gain in earnings 
per share for 1935 would be still larger 
if the figure had not been adjusted to 
reflect the 103,881 additional shares of 
common stock issued during the year. 
Stockholders promptly received the 
benefit of the increased earnings, in the 
doubling of the dividend which was ad- 
vanced to a $2 annual rate on Janu- 
ary 2. The financial condition as of 
October 31, 1935, amply justified the 
management in its dividend policy, since 
current assets were $14,387,815 against 
current liabilities of $3,070,173. Not 
only is the outlook favorable for the 
paint and chemical divisions, but the 
(Please turn to page 473) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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43% Points 
in 4 Oils 


UBSCRIBERS to Tue INvESTMENT AND Business Forecast of 

The Magazine of Wall Street were able to profit materially from 
the recent upsurge in oil stocks which our market analysts foresaw. 
Recognizing developments that would inevitably stimulate crude 
oil prices, they specifically recommended four leading oil stocks 
which established substantial profits. ™ When the oils moved up to 
approximately their proper level for the present phase, we advised 
closing out in favor of commitments in other industries whose stocks 
had not already discounted their favorable prospects. Current 
recommendations, we feel, will be the active leaders in the next 
upswing. ™ It is through such careful selection of stocks, looking 
for underlying, rather than apparent strength, carrying these to the 
top of their intermediate rise, then re-investing in the next leaders, 
that the maximum benefits from an active market can be derived. 
@ It has been through great care in selection that the Forecast has 
been able to make available 320, points’ profit during 1935; through 


its accurate counsel, it has been of material benefit to its subscribers 







over the past 17 years. ™ Our current recommendations have been 
selected to derive the maximum benefit from such important factors 
as the A A A decision, the Soldiers’ Bonus, the more positive 
inflation and the general cyclical uptrend. To share in the substantial 


profits available in the coming months, mail your subscription today. 














COUPON NOW! 
e 
THE ENVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
I enclose $75 to cover my six months’ test subscription on The Invest and Busi Forecast. I understand that regardless 
of the telegrams I select I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 
Send me collect telegrams on all r dations checked below. (Wires will be sent you in our Private Code after our 
Cede Book has had time to reach you.) 
Short-term recommendations following important intermediate market movements, Three 
[ } TRADING to four wires a month. Three to five stocks carried at a time. $1,200 capital sufficient 
ADVICES to act in 10 shares of all recommendations on over 60%, margin. 
[| UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two to three 
[ % wires a month. Three to five stocks carried at a time. $500 capital sufficient to buy 
OPPORTUNITIES 10 shares of all recommendations on over 60% margin. 
BARGAIN Dividend-paying common stocks of investment rating, with exceptional price appreciation 
INDICATOR prospects. One to two wires a month, Three to five stocks carried at a time. $1,200 
capital sufficient to purchase 10 shares of all recommendations on over 60%. margin. 
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Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 
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Happiness and Security 


are the faithful companions of an 


ANNUITY 


The elements contributing to happiness 
are many, but one can hardly be happy 
without financial security. Nearly every 
one has lost money in some investment, 
but we have yet to find the man or 
woman who has ever regretted the pur- 
chase of an ANNUITY. In the history 
of the Dnited States there is not a single 
record to show that our reliable life in- 
surance companies have ever defaulted 
on ANNUITY payments. A guaranteed 
income for life gives one a sense of in- 
dependence, certainty and contentment. 
The income from an ANNUITY is guar- 
anteed for life and never fluctuates. The 
return depends on age—6% at 50, 8% 








at 60, and larger at older ages. 


DAVID A. LUNDEN—MOORE 


565 Fifth Avenue 


Write for booklet describing the most 
popular forms of Annuities. Give age. 


Annuities—Principal Companies 

New York City 
Wickersham 2-8787 

Adiress—Annuity 


Telephone: 
Cable 

















Full Lots - Odd Lots 





Lapham, Fahys Co. 
Members New York Stock Exchange 
29 Broadway, New York 


Uptown Office 
522 Fifth Ave. 


Boston 
21 Congress St. 





Stocks * Bonds * Commodities 


Commission orders executed for 
cash or conservative margin 

















52 


and other valuable information for investors 
and traders, in our helpful booklet. 
free on request. 
Accounts carried on conservative margin. 


(HisHOLM & (HAPMAN 


POINTS ON TRADING 


Copy 
Ask for booklet MG 6 


Established 1907 
Members New York Stock Exchange 
Broadway New York 

















To the President of a 
Dividend-Paying 
Corporation:— 


Why should you publish your divi- 
dend notices in The Magazine of 
Wall Street? 


You will reach the greatest num- 
ber of potential stockholders of 
record at the time when they are 
perusing Our magazine, seeking 
sound securities to add to their 
holdings. 


By keeping them informed of 
your dividend action you create a 
maximum amount of good will for 
your company, which will result 
in wide diversification of your 
securities among these influential 
investors. 


Place The Magazine of Wall Street 
on the list of publications carrying 
your next dividend notice! 
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New York Stock Exchange 


Rails 















1933 1934 1935 
~ ew“ -—_"—"—" 
A High Low High Low High Low 
Eee eae 8014 3454 7334 4544 60 3534 
Atlantic: Coast Line.. ... 59 1644 5414 24)4 3714 19% 
Baltimore & Ohio.................. 37% 84% 3415 1234 18 1% 
Brooklyn-Manhattan Transit........ 41144 2134 447% 2814 4634 36% 
Cc 
Canadian Pacific. . 2074 1% 1814 107% 1334 854 
Chesapeake & Ohio................ 4914 2454 485, 391% 531; 937 is 
C. M. & St. Paul & Pacific.. 11% 1 8 2 3 
Chicago & Northwestern... eoee 14 15 314 554 1 % 
Chicago, Rock Island & Pacific... ._. 10% 2 64 13% 254 A 
D 
Delaware & Hudson som ee 3754 7314 35 4314 231% 
Delaware, Lack. & Western. . snd 17 8334 14 19% 11 
E 
YS oe eer 2534 334 247% 935 14 1K 
G 
Great Northern Pfd................ 3334 454 3214 1214 35 95% 
H 
Hudson & Manhattan.............. 19 614 1214 4 5h. 234 
I 
Illinois Central. peneican GUbOA 844 38% 18% 223 914 
Interborough Rapid Transit......... 1334 4% 174 54 23° 834 
K 
Kansas City Southern.............. 2474 614 1934 656 141% 334 
OS eee eee 2734 854 2144 914 1114 5 
Louisville & Nashville.............. 6714 214% 62): 373, 6434 34 
M 
Mo., Kansas & Texas.............. 17% 634 14% 436 6% 2% 
RRMUONNTE TMUMING 5 5 5 «ov oie c'o:e 0:5 b:0:00-0% 104% 1% 6 1), 3 | 
N 
New York Central...... 14 46144 18% 2954 124% 
N. Y., Chic. & St. Louis 2% 267% 9 19 6 
N. Y., N. H. & Hartford 114% 241 6 816 254 
N. Y., Ontario & 7 ee 14 115 46 612 2% 
Norfolk & Western.. ween nent 111% 187 161 218 158 
eS ee 847% 95% 3614 1414 25144 13% 
Pp 
MI ory ok 515.05 x's )si6 ow 10s a0 4214 1334 3914 2014 321, 1744 
ee NORE 5.5 55510 5,55 9:05 835 9,0'0' 37 3% 38 12 3415 9 74 
Pittsburgh & W. Va... 0... ..cccee. 3534 6% 27 10 25 6% 
R 
PRR Ss Sccicba scen Py So ere 62% 2314 5634 35% 43), 29% 
Ss 
St. Louis-San Fran................. 9 % 456 1 2 34 
St. Louis-Southwestern............. 64% 20 8 14 134 
OS err 3834 11% 3334 14% 26144 12% 
Southern Railway.................. 6 4% 3614 1144 1614 614 
U 
SL UME is Sek won snwsseccune 132 6144 133% 90 11114 8214 
WwW 
Western Maryland................. 16 4 174 7} 10% 516 
PORE INI 5 50s oc Scere eases 914 1 84 25 33% 1% 
. e 
Industrials and Miscellaneous 
1933 1934 1935 
A ‘High Low High Low High Low 
Adams-Millis Corp................. 2154 8 34% 16 3874 
Bi BOON, ERG e ccc cc ccccccccss SAB 47144 113 9134 173 10434 
N  o5as chk sco 50246 5'so's 33 11% 23% 1654 20 3% 
Alleyhony Steel.................... . 2 23% 15 32 21 
Allied Chemical & Dye............. 152 7034 160% 115% 173 125 
Allis Chalmers Mfg................ 2634 6 23 34 10% 33% 12 
Alpha Portland Cement............. 24 534 20% 1114 2234 14 
Amerada Corp (season ee 184% 5% 39 4814 
Amer. Agric. "Chemical (Del. eee, 7% 254 57% = 4 
American Bank Note............... 2814 8 351, 11% 4754 =18} 
Amer. Brake Shoe & Fdy........... 426 9% 38 19% 42% 21 
eee eee 10014 4944 11434 90144 1495¢ 110 
ee Oo ee 3934 6% 337% 12 33% 10 
American & Foreign — bile Siculrne 195¢ 38% 1334 3% 9% 2 
Amer. Power & Light.............. 19% 4 124% 3 954 1% 
Amer. Radiator & S. ‘s i Se ee 9 45% 17% 10 25% 10% 
Amer. Rolling Mill................. 81% 534 2814 13% 32%, 1534 
Amer. Smelting & Refining.......... 538% 1034 6114 3044 6454 815% 
Amer. Steel — 5 Re ae 27 456 2614 10% 254% 12 
Amer. Sugar Refining.............. 74 2144 72 46 701 50% 
Amer. Tel. & Tel LSS eS eee 13484 8614 125% 100 \% 1601, 98% 
Se OS ae 9434 5034 89 67 107 7434 
Amer. Water Works & Elec yy 10% 275% 1254 2234 1% 
Amer. Woolen Pfd............ 67% 2254 8334 36 6834 35% 
Anaconda Copper Mining 22% 5 1734 10 30 8 
Amour Co. of fll........ RE sei 634 3% 6% 3% 
Atlantic Refining. 3214 123% 3514 21% 28 20% 
Auburn Auto...... .. 84% 1 5734 16% 4545 165 
Aviation Corp. Del... ...........00056 1634 5% 1034 334 54 234 
B 
Baldwin Loco. Works............... 17% 3% 16 44 6% 1% 
NN co 85s Cie 5 isieia'e 4% 3% 4534 23 6674 3744 
Beatrice Creamery... .........0000. 27 7 1934 10% 20% 14 


Less Div’d 
Sale $ Per 
1/22/36 Share 
70 2 
3036 ie 
17% 
4514 3 


38%, 
16}: 
12%, 
34). 
5}s 
207, 
18 
1535 
27, 
66 i2 
14 
34 
30) 
20 
5 
6% 
222 *8 
2555 
345% {1 
3014 A 
23 
3934 2 
2% 
944 
27% 
15 
118}, 6 
95 
234 
Last Div’d 
e $ Per 
1/22/36 Share 
34144 2 
184 *3 
16 *.60 
8634 1 
16534 6 
37% - 
2214 1 
2 2 
573% 3 
4434 t.25 
4616 “2 
12914 4 
34 ia 
8 a 
9 oy. 
26 is 
3114 1.20 
6054 $.40 
2514 a 
57 2 
15934 9 
10014 5 
22 7 
684 sa 
2944 ne 
6% : 
31 1 
4254 se 
434 
434 ‘ 
65 1 
19 7.50 
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ge} Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 
















Divd § 
$Per | 1933 1934 1935 Last Div’d 
Share [> — —— - - Sale §$ Per 
2 ff si aie High Low’ High Low’ High Low 1/22/36 Share 
ioe a ee eee SlhCUL 
| Bethlehem Steel Corp. 220110111) 438 10% «fag ayes BRB Bade 
: ee 4 ¥% 5% 52) oe 
; i Bohn Al EMINEM oe ae 6814 8 $84 441s 597% 3954 53 3 
| Borg Wamer- e200 me "hg BY BR TO da «Gest 
Brigew We. 2s5.-occccc. ccccccnek 145, 254 28% 12 553, 2416 54 3 
2.80 ghs MEMO icc s0 ac 20% 6% 19% 10% # 28 1344 27% *.60 
Byers & Co. (A. M.)............... 43% 8g 828 88% = 2054 «11% aks 
Cc 
mene My rr ra aig) tis 0k ie: ase BGS 
éseae 4, 4 4 oe 
Casey Ju Des, aio.e-sseecevccvecees 1035 3014 863, 35 1111, 455; 100° rs 
Caterpillar. MRCOG! scsc5 ccs bese 293, 6g 88428 60 ©3634 «= sBT34—Ss«é¢=« BO 
Celanese Corp... oo 2 o.oo 58% 4g 44% 1TKECCC8B 8G: 1935 94 = 
— e ey rere 4434 5% 441% 3014 6534 385, 5134 4 
c hesaponk ke Corp... ences ceases 62 r 14% 48 6 34 614 36 * 3 
Co-Cola Con ees aE OOS 
Colgate-Palmolive-Peet asx, a? Neit8 OS esea080 50 
‘ SE ee a) 8B . 
Columbian Carbon.............. 1. i 0 ase? ole srs *4 
| ©Colum. Gas & Elec................. 28% 1914 65g 15% 33% 145% 1.20 
reregg Po scary Bsa ales solar sires 194 4 40144 18% 58 39% 48 2.50 
a. i oe ae ae 
CogleenTaie. eo COO oales 
: Consolidated Gas of N.Y... 22222227: 64, 473% «1814 «3434 «183% 2S 827% 1 
J Consol. Oil»... eevee secre 15% 5 144% $67%% 18% «6% # «18 +.25 
[Continental Can, ine ooo 783 35% 641g 8654 = 9934 62348334 3 
i aren —: Eee ey erie 36 3 1014 3614 2354 44% 28% 42% 1.20 
i I — ~— Rie aainie Vials 6 c\ocs Sidss' 1954 4% 2234 1534 35 15% 3546 1 
‘a | Com Products Refining... TIITD 9052 453g 84g s5B1G Ss«*7834 =O 3 
| Grown Cork & Seal...2000 00002000) 65 = 141g 8614185, 48%, «235 BRIG 1 
F Cudahy Packing. «020.000.0000. 5914 205, 525, 37 471, 3514 41% «=—-2.50 
' utler-Hammer, Inc................ 21 444 2114 11 47 16 4514 t.25 
D 
RRR ea 0's (6 5:0'6\n 0's.6's'o-51019,5.010°% 34 Ye y 3 4 3 
ee ee eee 2915 1118 3Bie i rr sei S77 "1.50 
ee a ees 3914 12 4614 32 44% 34% 4916 *2 
1) Douglas Aircraft «2.002 sooo 184 104 981g 1414 5B 174g 5976 tt. 
ee u Pont de Nemours............... 9634 3234 1087, 80 1461; 8654 143 3.60 
3 ff E 
-» | Eastman Kodak Co................ 893, 46 11644 79 1721, 11034 1603 *5 
Electric Auto Lite... .... 1,-2.1... 2714 10 313, 15 383, 193, 87% 1.20 
1 Elec. Power & Light...../.1......2; 15% 38% 954 24 14 1% 
Electric Storage Battery.......... 54 34 I 
- Endicott Johnson Corp. : @a% «| «96 64S ee ba, 3 
[AE aaales % 6 823, 63 3 
F 
2 Fairbanks, Morse & Co............. 1114 2% 34 hie 13 
| Firestone Tire & Rubber.. bmabisies sits 8114 914 351 13 \y 3517 13} g 2537 1.20 
First National Stores............ 703; 48 i : % 44% 8. 
Il 7087 691, «53 58% 443, 465, 2.60 
ea by noone a Se eee 2. 1838 a 84 30 9% 2814 A 
r ICOM, % 6% 50% 811, 3054 1714 3414 i 
G 
General Amer. Transpt. ae ee 4314 183, 4835, 30 4816 325, 52 1.75 
| General Baking . SII, 90% © 1035-6834 734 18% 80 
7) See S22 oe ae a 
OEE Ree ee ae é a: Se 
General Mills. . ene wa.  — a 721, 69% 65 3 
General Motors Corp.. reer 10 42 2454 593, 265% 5514 2 
General Railway Signal... SIIITD @9ig 9 18% 453% 816 alg 185, 4853 1 
General Refractories............... 1934 2% 23 34 10% 33144 16% 3514 +.50 
pwned TT ee 2014 7% 14% 816 19% 12 17% 1 
ee By a BY al St By BS 
Ried 8 4106 bese 8 % ‘ 
Goodrich Co. (B.F.)................ 21% 3 18 8 144 114 «15 He 
ite Goodyear Tire & eae ais 941K 1814 267, 153; 2334 
SE Gy Rina dal kl. 6-070 10 K% YA 347, 265¢ 32 2.40 
$ Per 74 78 8 
Share H 
Hercules Powder Co............... 4% 5% 
. some hag RUE ic'ab'siais-sio ois owiats te% ' sas 7 yy 1716 76% 161; i 
* 60 MPD MOI CRTs. oo cose se sess 734 154 74 1% 8% 34 214 
1 I 
* Industrial Rayon................... .sce case» BBYHK—“‘<i‘é*k:SOC8GSG «8814 «=— 8086S 1.68 
; Ingersoll-Rand............ Beates<3 78 19% 733; 4914 121° 6014 118%, 2 
2 International Business Machines.... 15314 7534 164 19044 149% 1 "6 
; Inter. Cement. .......-..... 200002. 40 61% 8734 183% 86% B87, «89 1 
t.25 A ee eee 46 1354 46% 2314 65% 341% 58 1¢ 1.20 
= co uincanekes oc 2314 63, 291, 21 4714, 224, 48 1 
a Inter. Tel, & Tel................... 24% 5% «1734 7% 14 85 165 
23 J 
- pl Be 0 er 45 23 57} 33 67 49 V4 3 
-* Johns-Manville.................0.. 635 12% ~«=««663g—Ss89 9914 3814 10514 2 
L.20 K 
140 MRIRIR ENO Recs Haha c Bees ase 1554 3% 21 115 18% 103 y% ° 
ss Kennecott Copper..... jot seceseseces 26 13; a5% 16° sos 1934 3 fe ‘So 
: Kroger Grocery & Baking........... 3556 144% 3354 234% 324% 22144 27 1.60 
H L 
i Lambert Co 411 199 Bt 924, 2814 213, = 223 2 
ee oe 2 eee ee 
¥% 4 
Liggett & Myers Tob. B. 995; 494 111% 741g 120 9444 11845 “4 
i Loew's, Inc....... 3614 814 203% 55% 311, 527% "2 
Looge-Wiles Biscuit. os Ms 1914 4a B8igaaSg 88 445; 2 
ROS ORE he hc adec tare 4 105 2216 165, 2614 18% 26 1.20 
M 
RGR RUN OIC oss 05:4: 1015's s/05s 60-0 463g 13146 4134 22 305g 1854 283 1 
i MEE ocx os cccescecssass 655, 2434 «6816S 85% —Si«CT'G:«BOig aT 2 
50 Mathieson Alkali.................. 465, 14 405, 2334 38% 233, 3014 1.50 
EET 
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COMPREHENSIVE 
BROKERAGE SERVICE 


As members of the principal ex- 
changes we are in a position to 
be of service to you in the pur- 
chase and sale of Stocks, Bonds 
and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 
Folder, giving trading requirements, 
sent on request. 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc. 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 
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A CHEAP STOCK 
FOR LARGE PROFIT 


Fourteen months ago we advised the purchase 
of HOUDAILLE- HERSHEY “B,” pronounc- 
ing it “one of the most attractive low-pricec 
speculations in the entire list.” It was ther 
selling at 634. In less than a year it sold 
above thirty. “This demonstrates the unusua! 
profit possibilities in some of the low-pricec 
stocks, 

We have selected another issue which may 
duplicate _the performance of HOUDAILLE- 
HERSHEY. It is a stock in which you might. 
in the months ahead, secure greater-than-norma. 
profit. It is a well- ‘known issue, listed on the 
New York Stock Exchange. It is a stock ir 
which we have great confidence. Still it sells 
for less than $4 a share. 

The name of this stock will be sent to you 
absolutely free. Also an interesting booklet 
“MAKING MONEY IN STOCKS.” Nx 
charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, _INC. 
Div. 744, Chimes Bldg., Syracuse, N. Y. 














BE A 
DECISIVE TRADER 


Learn how to use the action of the market 
itself as a guide to WHEN and WHAT to 
buy and seli. Eliminate emotional trading 
and enjoy the satisfaction of making cold 
blooded and calculating purchases and sales 
based upon intelligent technical interpreta- 
tion of stock market trends, Remember, 4 
sound knowledge of the fundamentals of 
technical trading may be all that is needed 
to make you a decisive and successful 
trader. 





As a first step, send for two weeks free 
trial of Gartley’s Weekly Stock Market 
Review and full information about the com- 
plete Gartley service for the technica 
student of stock market interpretation 


H. M. GARTLEY, INC. 


76 William Street New York, N. Y. 





} 
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Booklet M.W. 801 upon request 


John Muir&.6. 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 








Odd Lots—100 Share Lots | 
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Notice to our 
62,000 
stockholders 


Dividend* of 45 cents per share 
will be paid on no-par common 
stock February 15, 1936, to 
stockholders of record 3:00 P.M. 


January 27, 1936, without 


closing the transfer books. 
J. S. Prescott, Secretary 
td 


*56th Dividend 





Among§g the products of General 
Foods ate: Maxwell House Coffee 
—Post Toasties—Grape-Nuts— 
Postum—Post’s 40% Bran Flakes— 
Baker’s Premium Chocolate— 
Swans Down Cake Flour—Diamond 
Crystal Salt—Calumet Baking Pow- 
der—Baker’s Coconut—Sanka Cof- 
fee—Jell-O—Minute Tapioca— 
Grape-Nuts Flakes—Log Cabin 
Syrup—Certo—La France—Satina— 
Baker’s Cocoa—Post’s Whole Bran. 


GENERAL 
FOODS 


250 Park Avenue, New York City 


SSPK<K 























For the Asking 


Let us send you our complete 
list of new and standard 
books on investments and 
finance. Any book, new or 
old, supplied at published 
price. No extra charge for 
mailing. 
© 


Book Service 


The Magazine of Wall Street 
90 Broad Street New York, N.Y. 
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New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 























1933 1934 1935 Last Div’d 
7-oe_ea—c CO ~ ~- aie ~ Sale $ Per 
M High Low High Low High Low 1/22/86 Share 
pS 33 934 4534 30 5734 35% 49 1.60 
MclIntyre, Porcupine............... 4834 18 50 3014 45 3334 414% 2 
Mesta Machine Co................. 231 7 3434 20% 42 24% 42'c 2 
Monsanto Chemical......... “aaa ae 25 96 39 9434 «56 955 ae | 
Montgomery Ward & Co............ 28% 85% 355 20 40% 21% 37% a 
N 
Oar 27 11% 82% 1254 19% 18 ee 
eee 605% 31% 49 25% 363 3a rH) 87% 1.60 
National Cash Register...... -. 28% 5 235 12 23 24 .60 
National Dai 8 . 25%4 10 1834 13 22 1% 22% 1.20 
National Distillers... . 354207481 16 34 285; 2 
National Lead Co 140 4344 170 135 206 5 
National Power & Ligh 20% 6) 15 65% 1434 ae ey 1134 -60 
National Steel............ 55 15 58 8416 8334 40% 687 1.60 
Lys . | eee 23! 6 2834 11 3644 18% 35 a 
North American Co................ 36 1244 104 28 9 2734 1 
1¢) 
CIS os oon sk voce set meis 534 10% 193% 12} 265, 11} 254 60 
Owons Ill. Glass................004 9634 31% 94 129 80 144 
P 
Pacific Gas & Electric.............. 31% 15 2314 12% 315g 18% 3334 1.50 
Pacific Lighting ...... : ‘* 22 37 20% 56 19 4% 2.40 
Packard Motor Car. 5 134 654 234 1% 84 1% t.10 
Paramount Pictures si - 12 1054 aS 
MN nos Cb wp bene ances 19% 74% 6114 8434 74 %3 
Pheips Dodge Corp............-00. 4% 18% 134% 284; 12% 304 
Phillips Petroleum................. 4% 20% 13% 40 1334 4014 < 
Pillsbury Flour Mills 96 8434 184 38 31 3534 1.60 
EE i EREIIED 6 6 oie. 06 50'00065.000 195% = % 83% 5334 423% 4844 1.50 
Public oa 5 Saas 3254 25 4654 203, 47% 2.40 
PS Biss a 5962406 awwsisicw ene 18 59 % 3534 52% 29 i4 4144 1.60 
R 
Radio Corp. of America............. 12% 3 9% 416 18% a 14 
Radio-Keith-Orpheum.............. 4 1 4 1% 6 1% 7 ee 
me aay oo Sikh beeen shee 2054 5 23 14% 304% 16% 304% 1 
om Rand...e...0 00000000001 1144, 2% 183 6 20%, «7 9217 A 
Republic RAED bE ta hoe SoeKe se 4 25 10% 2034 
Repatids on ay. Ss 6414 2634 5334 3934 67 5534 57% 3 
Ss 
Safeway Stores............cccccce0 62% 28 5&7 3814 46 3154 34 2 
Schenley Distillers................. 47 22 38% 17% 56 22 48% ois 
Sears, — 7 a eee 47 12% 614% 31 697 31 6134 2 
> eee 1% 1% 9 4% 17 15% 16% t.12 
ee 134% 534 18% 634 12% 74 12 
SU Ee er 11% 4 11% 6 16} 5 183 
Socony-Vacuum Corp............... 17 6 19% 1244 15 1054 16 3 
haa ae 144% 23% 10% 1084 1150 
Spiegel a Se Sees 21% 1 7634 64 84 437 68 
Standard Brands................... 31% 18% 954 17% 19% 33/5 16 80 
Standard Oil of Calif............... 45 1944 427% 2644 41% 27% $14 1 
Standard Oil of Ind. . . 3234 234 83% 323 3534 1 
Standard Oil of N. J. ‘ 4746 2234 3944 5234 $534 ve | 
Sterling Products... “+6: ae 4534 6614 41% 5834 635% 3.80 
aa ere 11% 2% 105% 4% 18% 6% 1934 50 
ee i Se 19% 6% 134% 3% 15% 2% 17% 
i 
Texas Corp.. 1034 293% 1954 80% 16°4 34 
Texas Gulf Sulphur. . 16% yy 30 36%4 28%4 35% 2 
Tide Water Assoc. Oil. 3% 14% 8 15% 7 16% t.25 
Timken Roller Bearing 35 1334 41 24 7244 28% 6674 
Tri-Continental Corp............... 2% 6% 38 8% 1% 8% 
U 
Underwood-Elliott-Fisher........... 39 9% 587% 36 8714 56334 9434 2.50 
Union ped ky CRIDOR ccccscccscs Me 1934 5074 35% 753, 44 7334 2 
OL 2” eee 233% 814 204% 11} 24 1434 1 
United ome. eek sikwwa seas aks ee ae 1544 8% 3034 9% 154% 
United Carbon 8 104% 6034 35 78 46 6834 1.60 
Ee eee 14% 4 8% 2% 34 % 1% 
United Corp. Pfd 40% 22% 87% 214 4534 2034 45 
SS eee 2314 77 59 9234 6014 6814 3 
United 0 sony henitacknabasece ss 13% 20% 11% 1814 9% 185 
ie a EDD 5 6 5 o.0'0'0:s'0 0 6:0:0'0 00° 6316 18 614% 344% 87 4014 1 
U.S Totesteial’ Alcohol inkanaeepenere 94 13% 6434 32 505 35% 42% 2 
U.S aa Stead ae ee ere 22% 6% 33 15% 2254 14% 3254 50 
Sy eee 25 2% 24 11 17% 9% 17% 
U.S. Smelting, Ref. & Mining....... 10554 13% 9654 1244 913% 93 +.10 
Ue he Soe 6744 23 34 59% 2934 505, 27 8 
ISOM MNEs calc chcweccusys0ae 10544 «53 991, 6714 11914 735¢ 1187 2 
Vv 
WareGiee COEP oo 0 sss sc sci ceseces 3614 754 $134 14 213% 11% 2314 
Ww 
Warner Brothers Pictures..... ..... 9% 1 8% 234 1034 24% 1144 
Western Union Tel................. 1% 19% 68% 2914 171, 2054 7654 i2 
Westinghouse Air Brake............ 3554 1134 36 157 % 3534 18 3834 .50 
Westinghouse Elec. & Mfg.......... 5834 193% 41% 27% 9834 325 106% fi 
Woolworth Co. (F. W).............. 50% 25% 5544 414 654% «61 524% 2.40 
Worthington net @& Mach......... 39% 8 31% 138% 254% 11% 2534 ce 
ee OS ee 5744 3414 76 5415 8234 7334 183% 3 


* Annual Rate—not including extras. ft Paid last year. { Paid this year. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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Answers to Inquiries 
(Continued from page 468) 








food products department has done ex- 
ceptionally well, through increased sales 
and higher prices, and the prospects 
along that line are satisfactory for the 
coming year. The management has 
decided to do nothing about refunding 
the preferred stock at this time, al- 
though some savings could doubtless 
easily be effected that way. We main- 
tain an optimistic attitude toward the 
Glidden common stock and would not 
advise haste in taking profits. 


B. F. GOODRICH CoO. 


Do you believe the agreement between 
tire company heads this past month can 
put B, F. Goodrich on a sound earnings 
basis? Shall 1 continue to hold 150 shares 
purchased at 101%4?—T. R. J., Denver, Colo. 


B. F. Goodrich Co. was necessarily 
adversely affected by the price cutting 
which featured the automobile tire in- 
dustry during the greater part of 1935. 
However, expanding volume sales of 
tires and the numerous lines of other 
rubber goods manufactured are believed 
to have enabled the company to better 
its showing for 1934 when the equiva- 
lent of $8.61 a share on the preferred 
and 41 cents a share on the common 
was reported. The company’s report 
covering the first half of 1935 showed 
earnings of 45 cents per common 
share. It is the intention of the man- 
agement to take advantage of existing 
low money rates to retire present out- 
standing high interest bearing bonds 
and substantial savings should result 
from such a move. The outlook for 
1936 is for further improvement in 
volume business and if the industry is 
successful in preventing a repetition of 
the disastrous price cutting policies 
which prevailed last year, Goodrich 
should be able to take action designed 
to liquidate the accumulations on its 
preferred stock. Of course, the price 
situation in the tire industry is one 
which thus far has not lent itself read- 
ily to satisfactory solution due largely 
to the excessive capacity existing. In 
view of the fact that expanding de- 
mand is tending to absorb a larger por- 
tion of the industry’s potential output, 
however, the odds seem to favor greater 
success during the current year in re- 
stricting the use of special discounts and 
allowances which cut so heavily into 
earnings until recently. Early in 
November of last year special discounts 
to dealers, which had been extended to 
meet destructive competition, were 


rescinded and extension of the present 
FEBRUARY 1, 1936 





JUST WUBES 


On ty strange shapes of glass and metal! Yet it’s the electron tube 
that gives radio its tongue, that brings to your fireside music played a 
thousand miles away. 

It's the electron tube that leads ships through fog, guides airplanes 
through darkness, peers unwinkingly into white-hot crucibles, directs 
the surgeon's knife, and is becoming one of the greatest weapons 
against disease. 

It tests the safety of castings and welds, matches the color of dress 
goods, and unerringly detects manufacturing errors that the human eye 
cannot discern. 

A few years ago, it was only a laboratory device. Today, it is weaving 
an invisible network of service about man’s daily life. Tomorrow, it will 
do things that were never done before. 


Continual development in electron tubes is only one of the contribu- 
tions made by G-E research —research that has saved the public from 
ten to one hundred dollars for every dollar it has earned for General 
Electric. 


96-180D1 


GENERAL @ ELECTRIC | 
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WHY YOU HAVE LOST IN STOCKS 


4 i Wall Street use 
You lose money trading because you do not know the rules the silent men of x 
and the Master Time Factor and relation of TIME to PRICE and VOLUME of sales, _— 
every investor and trader should KNOW. With these rules you will be with the trend an 
sel! short when the trend is down and buy when the trend is up. 


HOW YOU CAN MAKE PROFITS 


ning my 1936 New Master Forecasting Method and Master Time Factor which is up 
ae with all new discoveries since 1932 which I have used in actual trading and — 
profits. For the first time this method can be learned by correspondence but it is better to —~ 
personal instructions if possible. My new Mechanical Method and Trend Indicator can - 
learned in a short time through correspondence, it eliminates the human element by fixe 
rules. When you trade with mathematical science you will reduce losses and make more 
profits. Don’t guess and gamble on hope. Take my Course of Instructions and learn to trade 
by rules on Stocks, Cotton and Grain. Only those who meet my requirements will be ac- 
cepted as students. Certified Accountant's report of profits made with this method and de- 
tails mailed on request. 
NEW STOCK TREND DETECTOR: my latest book with charts and stock prices to end of 
1935 and new valuable rules never published before, brings TRUTH OF THE STOCK TAPE 
and WALL STREET STOCK SELECTOR up to date. The new book—ready March 1nt—price 
$3.00. Set of four books $8.00 including THE TUNNEL THROUGH THE AIR. These bovk~ 
give you a valuable stock market education. Literature free. Ask for M-12. 


W. D. GANN, 82 Wall St., New York, N.Y. 
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improved price situation into the peak 
selling months of this year would cer- 
tainly prove a boon to the industry and 
consequently to Goodrich. The elimi- 
nation of the processing tax on cotton, 
which is consumed in large quantities 
by the industry, is also of favorable sig- 
nificance from a cost standpoint. If 
you are willing to forego dividends on 
your commitment in Goodrich common, 
for what may prove to be an extended 
period, indications are that you will be 
amply rewarded in price appreciation 
for the shares. 


SCHENLEY DISTILLERS CORP. 


Your advice in these columns has always 
impressed me—and in regard to Schenley 
Distillers, it has resulted in a highly satis- 
factory profit during the past year. Now, 
because of the several factors affecting this 
company—the Canada Reciprocity Treaty, 
especially—I would like to have you com- 
ment on this stock. Do you look for an 
early inauguration of dividends on the com- 
mon stock?—E. E. F., Newark, N. J. 


The reduction of the tariff on Can- 
adian liquors under the Reciprocity 
Treaty which became effective January 
1, last, may prove to be advantageous 
to Schenley Distillers Corp. in the long 
run as it would tend to discourage the 
competition from smaller concerns 
which have cut into Schenley’s sales in 
the past. While the lower prices now 
prevailing for Canadian liquor bring 
the well-known brands of that country 
into closer competition with the domes- 
tic products, such competition may be 
more detrimental to Schenley’s small 
rivals in the domestic market than to 
Schenley itself. Obviously, no figures 
are available yet to show the results so 
far under the new agreement, but for 
the first nine months of 1935, Schen- 
ley’s sales were only about 5% less than 
the sales for the entire year 1934. The 
recent successful issue of $15,000,000 
of new preferred stock of Schenley 
Distillers was to pay off bank loans of 
a subsidiary and provide reimburse- 
ment for expenditures made in con- 
struction work on various plants, and 
with financing thus arranged on a per- 
manent basis, the way has been paved 
for dividends. Net earnings of $4,755,- 
872 for the first nine months of 1935 
were more than 7!/ times the dividend 
requirements on the new preferred 
stock, leaving a sufficient surplus to 
justify the inauguration of distributions 
on the common should the directors so 
decide. The new financing has also 
provided additional working capital, 
which will be useful to Schenley for 
carrying further inventories and for 
general corporate purposes. It has 
been estimated that for the full year 
1935 Schenley Distillers will report 
earnings equal to about $8 a share, com- 
pared with 1934 results equal to $6.64 
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a share. We feel that the stock is not 
over-valued at current market levels 
and in view of the generally favorable 
cutlook, we counsel retention of your 
present holdings. 


WESTINGHOUSE ELECTRIC & 
MANUFACTURING CO. 


I should like to have you comment on 
Westinghouse Electric’s possibilities in 
1936, particularly in view of its marked rise 
during the past year. Do you foresee any 
further increase in the dividends soon?— 
L. V. D., Boston, Mass. 


The point raised in your question is 
a pertinent one, betraying a doubt that 
increased earnings of Westinghouse 
Electric & Manufacturing Co. have 
justified the rise in the market value 
of the stock. In other words, the 
question is whether or not the present 
price has more than discounted possi- 
bilities for 1936 in advance. Something 
in the nature of a forecast was given 
by A. E. Allen, vice president of the 
company, on the display of the com- 
pany’s new Golden Jubilee line of 
electric refrigerators and other appli- 
ances. He directed attention to the 
“vast pent up purchasing power result- 
ing from general business improvement” 
and stated that “the electrical manufac- 
turing industry will climb to heights un- 
surpassed even by the barometer year 
of 1929.” In the year 1929 Westing- 
house showed earnings on the common 
stock equal to $10.15 a share. Net 
sales for that year were approximately 
$216,300,000. Mr. Allen predicted 
that for the full year 1935 earnings 
equal to about $12,000,000 would be 
reported which would equal about 
$4.50 a share on the common stock. In 
estimating results for 1936 in advance, 
it should be emphasized that net earn- 
ings of $4.50 a share were produced on 
net sales of approximately $121,000,- 
000. This figure is only slightly ($6,- 
000,000) in excess of net sales for the 
year 1931, when the company reported 
a deficit before preferred dividend re- 
quirements in excess of $3,000,000. 
This comparison affords an illustration 
of the rapidity with which net earnings 
per share of stock may advance, once 
having crossed the line which divides 
deficits from profits in the operations 
of an enterprise of this character. Ex- 
panding earning power and outstand- 
ing financial strength provide the basis 
for a reasonable expectation of greater 
liberality in the matter of dividends in 
the future. 


PURITY BAKERIES CORP. 


I am informed that Purity Bakeries 
should show materially improved earnings 
in 1936. Is this improvement discounted 


in current prices? What is the outlook? 
—A. M. M., San Francisco, Calif. 


Although engaged in an industry 
which is highly competitive, Purity 
Bakeries has succeeded in maintaining 
dividends throughout the depression, 
although net income for the past three 
years has not equalled dividend pay- 
ments. Nevertheless, a strong financial 
position is still maintained, which per- 
mits a degree of flexibility of organiza- 
tion important in the operation of an 
enterprise in a field which is highly 
competitive, and in which the margin 
of profit is relatively narrow. Purity 
Bakeries reported net earnings of 46 
cents a share for the first ten months of 
1935, comparing with only 13 cents a 
share for the corresponding 1934 per- 
iod. While to a very large extent re- 
duced net earnings reported during the 
past three years has been due to nar- 
rowed margin of profit, rising costs of 
material and processing taxes have been 
a factor. In the outlook for the future, 
both of these considerations will pre- 
sent less formidable aspects. Among 
the factors which augur well for the 
new year earnings, are the expected in- 
crease in demand for the higher priced 
products of the company, on which the 
margin of profit is more generous. This 
improvement would follow as a natural 
development in the widespread im- 
proved public purchasing power. An- 
other factor to be considered is the 
leverage provided in the capital struc- 
ture of this company. The common 
stock which is outstanding in the 
amount of 771,476 shares is preceded 
by $6,600,000 of debenture bonds 
bearing interest at the rate of 5%. In 
this way, an increase in operating in- 
come could be magnified in its relation 
to the common stock outstanding so 
that per share earnings could show a 
very substantial percentage increase. 
There is reason for the opinion that 
current prices of the stock generously 
appraise current earning power, but 
probably have not yet discounted the 
potential increase in earning power 
which may reasonably be expected in 
the near future. 


GENERAL CIGAR CO. 


Do you believe General Cigar should 
show substantial earnings improvement 
through the nullification of the A A A ? 
Would you continue to hold 100 shares 
bought at 51?—H. B. S., St. Louis, Mo. 


Nullification of the AAA will, in 
our opinion, find reflection in the earn- 
ings statement of General Cigar. To 
measure the extent of the improvement 
possible, the adverse effects on recent 
earning power should be considered. 
They were primarily in two forms; 
direct taxation, and increased manu- 
facturing costs by way of higher mate- 
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Reno the Naughty 


Mr. Turano, a practising attorney in 
Nevada, and a nationally known writer, 
paints an amusing portrait of the city 
famous for quick divorce. He brings 
to light a host of little known facts 
about life in the Wicked Sodom. 


The New Deal in Stamps 


Just what did Postmaster-General 
Farley intend when he handed out free 
sheets of newly issued stamps to his 
political friends? Why was an investi- 
gation of these gifts demanded in both 
houses of Congress? Mr. Barry, stamp 
editor of the New York Herald Tribune, 
writes the full and complete story of 
the raw deal in stamps, and tells how 
much the whole business costs the 
philatelists of America. 


Progress Toward Collectivism 


This is a comprehensive analysis of 
the present trend in this country toward 
the Collectivist State as it exists in 
Russia, Italy, and Germany, by Albert 
Jay Nock, one of America’s foremost 
authorities on government. 

Mr. Nock centers his attack on the 
tendency of our citizens to run to 
Washington for help on “the slightest 
provocation. He paints a gloomy pic- 
ture of our future unless we execute a 
quick about-face. 


Minority Rule in America 


“Minorities,” says Charles A. Beard, 
famous historian, “control the destinies 
of our nation, though this was never 
intended by the Founding Fathers.” In 
vigorous style he attacks the system 
under which our Executive, Judicial, 
and Legislative branches of government 
are controlled by small groups who 
have no mandate from the people. 





Advertisement 


The February issue of The American 
Mercury contains articles, stories, and book 
reviews,—=by Senator Dickinson, Jesse 
Stuart, Albert Jay Nock, Charles A. Beard, 
Edgar Lee Masters, Ernest Boyd, Ralph 
Adams Cram, Arthur Machen. Don’t Miss 
It. 

















United States 


Senator Flays 


Supine Rubber-Stamp Congress 





Massachusetts Taken 
Over By Dictator 


New York, Jan. 23.—In one of the 
most incisive portraits published in re- 
cent years Ray Kierman, Boston’s vet- 
eran newspaper man, focuses a spot- 
light on the amazing career of James 
M. Curley, Governor of Massachusetts. 

“The distance,’ says Mr. Kierman 
in the February American Mercury, 
“from Charles Street jail to the State 
House on Boston’s Beacon Hill isn’t 
more than a few hundred yards through 
a surveyor’s sight, but for James Mi- 
chael Curley it was a hard, bitter trail, 
thirty years long. Young Jim placed 
a tentative foot on it at 6:30 o'clock 
of a cold foggy morning in January, 
1905, and three decades later, almost 
to a day, walked through the Bulfinch 
portals to take oath as Governor of 
the Commonwealth of Massachusetts.” 


Americana 


“Gratifying literary trend as noted 
in a United Press dispatch from the 
thriving metropolis of Girard (Kan.) : 


A marked increase in the sale of 
Shakespeare’s plays was noted in the 
last 60 days by E. Haldeman-Julius, 
publisher he said today. 

‘A check on the sales revealed 
that a good many people believed a 
certain Notre Dame athlete was an 
author as well as a halfback,’ Halde- 
man-Julius said.” 

From the Feb. American Mercury. 


Full of the damnedest stuff ever 
heard of is this world famous column 
in The American Mercury. 





New York, Jan. 23.—In a 
fiery slashing attack Senator 
Lester J. Dickinson of Iowa 
lays our Congress wide open. 
He accuses his colleagues of 
political chicanery and ser- 
vility. He maintains that they 
have made no honest effort to 
bring about recovery; instead 
they have acted supinely under 
the lash of a Dictator-Presi- 
dent. 

In his opening paragraph of 
“What's the Matter with Con- 
gress?” Senator Dickinson 
says: ‘To the future historian 
the record of the first session 
of the Seventy-Fourth Con- 
gress will make strange read- 
ing. For that record will re- 
veal that more legislation of 
far-reaching social and eco- 
nomic consequence was enacted 
last year than during any pre- 
ceding session—and yet every 
one of the extraordinary new 
laws was passed by a Congress 
which operated for the most 
part in a complete fog and 
without any understanding of 
the ultimate meaning of its own 
actions. The chief distinction 
of the Congress was the docility 
with which it played the 
rubber stamp to Franklin D. 
Roosevelt.” 
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rial prices. General Cigar deposited 
the sum of $255,000 with the court, 
under an injunction restraining collec- 
tion, which represented process taxes 
for the period beginning the summer of 
1935, extending to the end of the year. 
This figure of course was based upon 
production in that period. Production 
increased toward the end of that period, 
so that estimates of processing tax sav- 
ings for the coming year should be 
based on probable increased production 
over 1935. Based upon production of 
500,000,000 cigars annually, this would 
mean a saving of $375,000 at the rate 
which the company has been paying on 
the processing tax. It is probable that 
the saving will be actually larger, be- 
cause the estimated production rate and 
tax rate appear conservative. There is 
also to he considered the effect of the 
AAA program in raising the price 
level of tobacco used in the manufac- 
ture of cigars). The AAA program 
has been notably successful in this en- 
deavor, and the elimination of restric- 
tions under the AAA may result in a 
decline in the price levels to a point 
which would permit lower costs in the 
manufacture of cigars. The conse- 
quent greater margin of profit should 
be reflected in the net earning power. 
Prospect for higher earnings is further 
improved by reduction in the tariff on 
Sumatra tobacco. Savings to the com- 
pany from this source alone should ap- 
proximate 70 cents a share on the stock, 
based on the output already recorded. 
There is a distinct possibility of a 
larger output during 1936, with the de- 
velopment of a broader market in re- 
sponse to a higher public purchasing 
power. Thus, with the outlook dis- 
tinctly favorable, and with a financial 
position which is exceptionally strong, 
an encouraging prospect is presented to 
holders of General Cigar common 
stock. Retention is accordingly ad- 
vised, 


CONSOLIDATED OIL CORP. 


Current price levels have brought my 
200 shares of Consolidated Oil about even 
with the 1934 purchase price. In your 
opinion, do you feel that this company will 
share more fully with the anticipated gains 
in the oil group during the coming year? 
Your comment on the 1936 outlook for this 
company will be most valuable to me? 
—D. M. W., South Bend, Ind. 


As this is written, the report of Con- 
solidated Oil Corp. for 1935 1s not 
available, but in view of the marked 
improvement which took place through- 
out the industry there is little question 
that earnings topped those of 1934, 
when the company reported net income 
of $553,282. As a matter of fact, the 
company is understood to have en- 
joyed a profit of around $10,000,000 
for the first ten months of the year, af- 


ter charges but before Federal taxes. 
On December 9, 1935, directors called 
for payment the 8% preferred stock 
which was outstanding in the amount 
of $5,927,500 as of December 7, 1935. 
Holders of the stock had been given the 
right to exchange their shares for new 
$5 cumulative preferred stock, the basis 
being 1 and 1/10 shares of the new 
preferred for each share of the 8% 
held. As of December 7, 1935, $4,- 
125,800 par value of the stock is un- 
derstood to have been deposited in 
acceptance of the exchange offer. The 
company has further reduced its prior 
charges and enhanced the equity of 
common stockholders in earnings by 
retirement of $48,781,700 of high in- 
terest bearing bonds. This was accom- 
plished by bank borrowing at rates con- 
siderably below the interest on the 
bonds retired. The company has filed 
a registration statement with the SEC 
in connection with $75,000,000 prin- 
cipal amount of bonds due July 1, 1950. 
Public offering of this issue has as yet 
not been made, although ultimate place- 
ment on a favorable basis seems assured. 
Once this financing is out of the way, 
the company will have consummated a 
series of capital readjustments which 
will place common stockholders in a 
position to take full advantage of the 
earnings improvement indicated. With 
effective control of “hot oil” and im- 
provement taking place in gasoline 
sales Consolidated Oil common, should 
be retained in your account. 





U. S. PIPE & FOUNDRY CoO. 


Kindly favor me with a report on U. S. 
Pipe & Foundry. Do you think it ad- 
visable to continue holding now when I 
have 7 points’ profit? Anything you can 
tell me about the outlook will be appre- 
ciated—C, O. L., Brooklyn, N. Y. 


The earnings report of U. S. Pipe & 
Foundry Co. covering last year’s opera- 
tions is not available as this is written, 
although better operating margins dur- 
ing the year indicate moderate improve- 
ment over the 30 cents a share on the 
common stock shown for 1934. In the 
first half of 1935, the company reported 
net income of $468,336, equivalent, 
after allowing for dividend require- 
ments on the $1.20 first preferred, to 25 
cents a share on the common. This 
compares with $315,727 or 59 cents a 
share on the first preferred and a small 
deficit on the common for the first half 
of 1934. Admittedly, indicated earn- 
ings at the present time hardly justify 
recent quotations for the stock, but in 
view of the definitely improved outlook 
for general business conditions it is ap- 
parent that the company is in an ex- 
cellent position to show marked im- 
provement in per share results. The 
company has no funded debt and there 


are only 533,760 shares of $1.20 pre- 
ferred stock ranking ahead of the 600,- 


000 shares of common. Financial con- 
dition is excellent and the concern is 
therefore in a position to improve its 
plant and equipment and_ thereby 
effect very worth while savings in 
manufacturing costs. With the lift- 
ing of depression influences through- 
out the country, municipalities which 
have been forced during recent years to 
suspend or sharply curtail expenditures 
for pipe used in their water systems 
will be able to re-enter the market on a 
broad scale. Moreover, the indicated 
improvement in residential construc- 
tion holds favorable significance from 
the standpoint of the subject organiza- 
tion. Although you now have a very 
worth while profit on this commitment, 
we believe that it will be further aug- 
mented if you have the patience to 
disregard transitory market move- 
ments. 








Business and the Bonus 
(Continued from page 445) 








how the veterans would spend their 
money. A questionnaire was sent to 
nearly half a million veterans. These 
veterans represented a true cross-section 
of the average; they came from all sta- 
tions of life.” They were asked to state 
just what they would do with their 
bonus money. A special staff of tabu- 
lators was employed at national head- 
quarters of the Legion in Indianapolis 
to compile the returns. 

The replies received were turned 
over to certified public accountants who 
projected them to a basis of 3,518,191 
holders of adjusted service certificates. 
I present herewith the result of this pro- 
jection. In studying it, I ask you to 


consider that it was based upon an as~’ 


sumed 100 per cent demand for im- 
mediate cash. The results, however, 
will be proportionately the same if only 
part of the veterans cash their bonds. 

In summation, I think we may agree 
that this law will cause much less of an 
immediate strain upon government 
finances than any other bonus bill that 
could have been passed. It will not re- 
quire present additional taxation, and 
may never require additional taxation. 
The cash demanded will be evenly dis- 
tributed throughout the country and 
will reach every level of society; it will 
not become stagnant but, on the whole, 
will flow quickly into business and trade 
and will be used for worthy purposes 
soundly beneficial and stimulating to 
business. I submit, therefore, that the 
settlement of the bonus issue on the 
basis of this law is a benefit, not a detri- 
ment, to the country. 
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Sunrise Over Hollywood 
(Continued from page 447) 








than from the slower and occasional 
quarter. Go into the accounting offices 
and see the modern mechanical meth- 
ods that have been introduced. Even 
the selection of players is being accom- 
plished mechanically and orders for 
actors are now transmitted from studios 
to a central point by teletypewriters. 

The quality of acting is improving 
steadily. Really great artists are reach- 
ing the screen and really great writers 
are writing for it. These things mean 
one thing definitely; that the picture 
business is reaching a sound footing and 
its securities are headed for a sounder 
basis. There was the “move from 
Hollywood” hysteria of some months 
ago, all because California threatened 
to attempt to balance its tax budget. 
The industry did not move and it is 
not likely to move. Its Hollywood in- 
vestment is huge; its great technical 
staffs have been trained during twenty 
years and new staffs could not be 
trained quickly to replace them. Lon- 
don is a competitor of growing im- 
portance, but Hollywood will not move 
to London, nor will London fill the 
niche that Hollywood occupies as pro- 
ducer of entertainment. After all, the 
American spirit speaks in the movies 
even more definitely than it does in 
production machinery and sales meth- 
ods. 

Financial sanity and conservatism are 
entrenched in the picture plants and 
while the task of getting ideas into con- 
crete entertainment form is a delicate 
usiness, there are many great artists 
with delicate fingers for the task. We've 
come a long way in our screen empire 
in the past two years and the end of 
improvement is not yet. 








Du Pont’s U. S. Rubber 
(Continued from page 443) 








It is possibly significant that the man- 
agement of United States Rubber, which 
has a double interest in the matter as 
doth producer and buyer of rubber, has 
little or no confidence in the set-up, 
delieves firmly that the native rubber 
trees—largely a product of restriction— 
will survive all restriction and would 
much prefer, in accord with the familiar 
du Pont industrial philosophy, to pin its 
faith on efficient production, reasonable 
prices and enlarged consumption, rather 
than joust recklessly with natural eco- 
nomic forces. 
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As producer of rubber, this company 
owns the largest plantations in the 
world. Situated in Sumatra, they rep- 
resent a venture launched some years 
ago by the old management—one ven- 
ture in expansion that proved highly 
profitable, since the aggregate profits of 
United States Rubber Plantations, Inc., 
during the years preceding the collapse 
of the rubber boom substantially ex- 
ceeded the total of $18,000,000 in- 
vested and would still do so with allow- 
ance for depression losses. These prop- 
erties are capable of producing upward 
of 50,000,000 pounds of rubber a year 
and can show only modest profits at 
present prices, net for the first half of 
1935 having been $215,000. 

In the consumption of rubber there 
is no depression. World use of it last 
year is believed to have been at a record 
high. In this country recovery has 
further to go, but the consumption 
prospect is by no means dynamic; and 
the difference between the United 
States Rubber Co.'s present sales of 
around $115,000,000 a year and 1929's 
sales of $192,962,000 is more a matter 
of price than physical volume. 

The uses of rubber are gradually in- 
creasing, notably in various automotive 
applications other than tires, and in 
application of rubber tires to farm trac- 
tors, other mobile farm equipment, gun 
carriages, etc. On the other hand, 
there are two big flies in this ointment. 
First, technological progress has greatly 
expanded the useful life span of most 
rubber products, especially so in tires. 
This means a disappointing replacement 
business, and it is here that tire profits 
must largely be found, since original 
equipment business is mostly at small 
margins and is valuable chiefly in main- 
taining volume and thus helping to 
hold down overhead and other costs. 
Second, there is the growing specter of 
retreading. More and more people are 
having old tires retreaded much as one 
would have an old pair of shoes re- 
soled and for exactly the same reason; 
namely, that just as the upper of a shoe 
will outlast the sole, so will the fabric 
of a tire outlast the rubber tread. There 
are available very efficient and not par- 
ticularly costly machines with which 
local garages are profitably doing this 
job of renovation. 

For these and other reasons one can 
be pardoned for a certain restraint in 
forecasting the outlook for tires. The 
other reasons are chronic instability in 
the price of tires and habitual competi- 
tive practices in which the tire makers 
for years have strictly observed all the 
rules and etiquette of a general dog 
fight. 

Possibly that is water over the dam. 
In recent months another gentlemen’s 
agreement in the tire industry has come 
into being and the big sellers have more 
or less vowed to each other that they 


will be good and eschew the cutthroat 
stuff. Maybe so. Let us give them the 
benefit of the doubt—without being 
too certain, pending further proof. 
There was a similar “understanding” 
reached late in 1934, but the summer 
of 1935 nevertheless saw the worst 
price-cutting in the industry's history. 
Some observers express the interesting 
view that competitive chaos simply 
could not get worse than it was then, 
and—that having been the ultimate—it 
must have constituted a bottom, some- 
thing like the Banking Holiday of 
1933! 

Such is the picture of United States 
Rubber and, in briefest bird’s-eye view, 
that of the rubber industry—but don’t 
be too sure that the world of rubber is 
going to remain forever more what it 
is today! You see, there is one small 
but intensely interesting development 
looming on the horizon that may, and 
probably ultimately will, produce a 
veritable revolution in rubber and trans- 
form the rubber plantations of British 
Malaya and the Dutch East Indies and 
elsewhere into just so much more or 
less attractive scenery. 

From the chemical laboratories of du 
Pont has come synthetic rubber— 
“Duprene”—and production facilities 
are now being rapidly increased. It 
can be used for anything in which 
natural rubber is used and is definitely 
superior to natural rubber in resistance 
to wear and immunity against heat or 
the corroding effects of oil. It would 
make a darn good tire. 

Of course, the nub of the question 
is price, for “Duprene” now commands 
about $1 a pound, against 13 cents for 
natural rubber, so very little “Duprene” 
is being made, but more will be made— 
and it would be foolish to risk any 
guess as to how long it will be before 
the synthetic product becomes an effec- 
tive competitor with the natural prod- 
uct. Just as a bit of pipe-dreaming 
that may not be altogether fantastic, 
however, let us look back over the 
record of du Pont’s cellophane, a novel- 
ty just a decade ago, but reduced re- 
peatedly in price as volume increased, 
until the price today is 85 per cent low- 
er than it was at the start! Cut “Du- 
prene” 85 per cent and you'll get 15 
cent synthetic rubber! 

What will the price of “Duprene” 
be five or ten years from now? No- 
body knows, but this writer will venture 
the prediction that it will be low 
enough absolutely to preclude $1 rub- 
ber or even 50-cent rubber under any 
possible foreign control scheme, and it 
is quite possible that it may be low 
enough to make a curiosity out of the 
rubber tree. 

If that happens it will open a new 
chapter in rubber and will certainly be 
a boon to the domestic industry, pro- 
viding a domestic supply of the needed 
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themselves and provide satisfactory 
service out of their earnings. The tax- 
payers are in no mood now to shoulder 
the large railroad deficit that would in- 
evitably follow upon the adoption of 
government ownership because private 
ownership could nct longer be made to 
pay. Obviously, however, the way, and 
the only way, to avoid government 
ownership is to establish a relationship 
between gross earnings, on the one 
hand, and operating expenses and taxes, 
on the other hand, that will yield a net 
operating income sufficient to pay a 
reasonable return upon necessary pres- 
ent and future investment. For this 
reason the recent substantial increases 
in net operating income have given a 
setback to the trend toward government 
ownership. A continuance of them 
probably will prevent government own- 
ership; and probably it cannot be pre- 
vented in any other way. 

Like most other industries, what the 
railroads need most is a substantial in- 
crease in the volume of their business. 
Whether they will get it will be deter- 
mined largely by influences beyond 
their control — particularly influences 
of government upon business in general 
and transportation in particular. If 
they do not get it soon, it will be neces- 
sary to their salvation from government 
ownership sharply to reduce their oper- 
ating expenses, and especially the wages 
they are paying. There is no economic 
sense in a policy of paying, as at pres- 
ent, the same basic wages as in 1929 
when gross earnings are still 43 per 
cent less than in 1929. They have 
learned, however, in the stress of cir- 
cumstances, to operate with extraordi- 
nary economy; and, given a substantial 
expansion of general business and of 
their traffic, they will achieve improve- 
ments in their financial results that will 
be surprising to those who doubt if they 
can “come back.” 








What A A A Decision Dis- 
closes About Our Former 
Government 


(Continued from page 435) 








History of the United States,” page 
154.) 

They made implicit in their new gov- 
ernment three doctrines: 

First, the doctrine of separation of 
powers. Montesquieu in “The Spirit 
of the Laws,” and Blackstone in his 
Commentaries, with both of which the 
framers of the Constitution were famil- 
iar, asserted that a separation of the 
three powers of government, legisla- 
tive, executive and judicial, is essential 
for civil liberty. 

Second, the doctrine that a power 
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vested in one branch of the Govern- 
ment cannot be delegated by it. John 
Locke, in his treatise on civil govern- 
ment, which was also well known to 
the framers of the Constitution, de- 
clared that “The legislative neither 
must nor can transfer the power of 
making laws to anybody else, or place 
it anywhere but where the people 
have.” 

Third, the doctrine of reserved pow- 
ers. That is found in the tenth amend- 
ment, which reads: 

“The powers not delegated to the 
United States by the Constitution, nor 
prohibited by it to the States, are re- 
served to the States respectively, or to 
the people.” 

It is these three doctrines which the 
Supreme Court in the N R A and 
A A A cases declared are still the law 
of the land. 


Two Important Decisions 


The tests arose in comparatively un- 
important cases. N R A came up in 
the Schechter case, which concerned 
the slaughter of poultry by a firm in 
Brooklyn. A A A was involved in a 
case brought by the receivers of the 
Hoosac Mills over the payment of a 
relatively small process tax. In the 
Schechter case, the Government claimed 
the right to regulate prices, wages and 
industrial conditions in the N R A un- 
der the interstate commerce power. 
The Court said the statute was uncon- 
stitutional for two reasons. First, that 
it contained an unconstitutional delega- 
tion of legislative power to administra- 
tive boards, infringing that part of the 
Constitution reading “All legislative 
powers herein granted shall be vested 
in a Congress...” This holding was 
foreshadowed four months earlier in 
the “hot oil” case (Panama Refining 
Co. v. Ryan, 293 U. S. 388) which in- 
volved section 3(c) of the N R A. 
Second, as to the argument that inter- 
state commerce was concerned because 
hours and wages effect the prices of 
articles moving in interstate commerce 
and that the cutting of prices brings 
about a general demoralization of price 
structure, the Court said that “the 
argument of the Government proves 
too much.” “It would follow from 
this argument,” the Court said, that 
“all the processes of production and dis- 
tribution that enter into cost could like- 
wise be controlled by the Federal Gov- 
ernment.” 

The N R A and the A A A, though 
similar in their general objectives, were 
different as to the means which they 
employed. The procedure adopted by 
the National Industrial Recovery Act 
can be summarized in the word “codes.” 
That of the Agricultural Adjustment 
Act can be summarized in the word 
“adjustment.” 


The purpose of the A A A was to 
restore the prices received by farmers 
to what they were (not in dollars, but 
in purchasing power) in the period of 
five years which immediately preceded 
the World War. The Secretary of 
Agriculture was authorized to bring 
about reduction of acreage and in pro- 
duction by entering into agreements 
with farmers whereby they would re- 
ceive “rental” or “benefit” payments 
for reducing their acreage or produc- 
tion. 

To obtain revenue for these pay 
ments, “processing taxes” were author- 
ized to be levied on “the first domestic 
processing” of the commodities. 

In grooming the A A A for the Con- 
stitutional hurdle, the Government used 
two costly lessons which it had learned 
at the demise of the N R A. In the 
first place, it secured the enactment 
by Congress, in August, 1935, of 
amendments grouping regulations which 
had been promulgated by the Secretary 
of Agriculture, his regulations being 
thus translated into enactments duly 
passed by the legislative branch of the 
Government. This was to meet the 
objection presented by the doctrine pro- 
hibiting delegation of power. In the 
second place the Government did not 
rely on the “commerce clause” which 
it had evoked in vain in the NR A 
case, but relied on a phrase in the 
Constitution which the Supreme Court 
had never before been asked to inter- 
pret. 

The clause reads as follows: “The 
Congress shall have Power to lay and 
collect Taxes, . . . to provide for the... 
general Welfare of the United States.” 

The majority of the Court, quoting 
Hamilton, Monroe and Story held that 
the powers of taxation and appropria- 
tion extend only to matters of national, 
as distinguished from local, welfare. 
But wholly apart from that question, 
the Court said it was a statutory plan 
to regulate and control agricultural pro- 
duction, a matter beyond the powers 
delegated to the Federal Government, 
and, therefore, one which was reserved 
to the states and forbidden to the Fed- 
eral Government. 

The attainment of a prohibited end 
may not be accomplished under the 
pretext of the exercise of powers which 
are granted. The power to tax may 
not be used to effectuate an end which 
is not within the scope of the Con- 
stitution. 

' The reasoning in the A A A case 
would seem to apply to the Tobacco 
Control Act, the Potato Act of 1935 
and to the Bituminous Coal Conserva- 
tion Act. It might also apply to the 
T V A Act, but the issues in that 
case are complicated by the Govern- 
ment’s contention that Congress is exer- 
cising authority given it under the 
navigation and war powers, and that 
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in any event the only matter involved 
is disposal of power derived from the 
Wilson Dam and not the T V A com- 
mercial electrical program in its en- 
tirety. 

Should the Court send all this legis- 
lation to the limbo too, it will have 
effectively declared that the New Deal 
was merely a misdeal. If so, can an- 
other shuffle of the cards be had by 
Constitutional amendment? It would 
be difficult. Aside from the delay in 
obtaining ratification by three-fourths 
of the states, the task of framing an 
amendment at once sufficiently broad 
and yet not so radical as to alarm the 
country, would be Herculean. Perhaps 
a better remedy would be new legisla- 
tion so drawn as to justify a more elastic 
construction of the Constitution. 

These questions may well form the 
issues of the next Presidential election. 

In the campaign preceding that elec- 
tion it will many times be said that we 
are a “government of laws not men.” 
But this is so only in a limited sense, 
for all laws, including the Constitu- 
tion, are construed by men. 

“The judicial power of the United 
States shall be vested in one Supreme 
Court .. . ,” says the Constitution. 

“The Constitution is what the judges 
say it is,” declared the present Chief 
Justice when he was Governor of New 
York. (Elliott, “The Need for Con- 
stitutional Reform,” p. 151.) 

The Judges are only nine men. To 
interpret the Constitution, that great 
charter of government and liberty, for 
the benefit of our lives, our liberties 
and the pursuit of our happiness, they 
must be men of intellect, of learning, 
of courage, of progress and of human- 
ity. Have no fear. They are. 








Appraising the Townsend 
Plan 
(Continued from page 437) 








throughout the nation as we paid last 
year under our sales tax. Can any 
practical mind believe that such a tax 
is either possible or desirable? 

This tax, like other taxes, is a. first 
lien. It must be paid ahead of other 
obligations. The pensioners are pre- 
ferred creditors. They are to be a spe- 
cial class who must be assured a liveli- 
hood even in luxurious idleness, before 
those who toil can enjoy the rewards 
of their own labor. 

Can we visualize the hard-headed 
common-sense people of America, the 
laboring men, the salaried people, the 
farmers and the business men, who are 
now directly and indirectly burdened 
with taxes, knowingly increasing their 
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tax load 150 per cent. Is these any- 
thing in their practical experience to 
convince them that the tax route is 
their road to prosperity? 

The Townsend Booklet No. 2 states 
that the funds for these pensioners can 
be secured, and “place no great burden 
on anybody.” It is said the Plan does 
not impose “any obligation upon our 
Government except only to furnish the 
mechanism for operating the Plan.” All 
the Government has to do is to tax the 
people $24,000,000,000, pay the stag- 
gering expense of administration and 
turn the money over to the pensioners. 

It is further stated “it does not cause 
any public debt.” The Plan would 

reate the greatest debt burden ever 
assumed by any nation in the history of 
the world, and yet we are assured that 
that is not the creation of any public 
debt. Are such statements candid, fair 
or enlightening? Do they help to prop- 
er understanding of a Plan so glibly 
presented? 

The Townsend Plan divides our 
people into two groups. Ten million 
pensioners, non-producers and _ tax 
spenders; 115,000,000 others, produc: 
ers and tax payers. The tax payers sup- 
port the tax spenders. The tax spend- 
ers do not support the tax payers. The 
buying power of the aged is increased, 
but only to the extent that the buying 
power of the tax payers is decreased. 
We must first take from the tax payers 
before we can give to the tax spenders. 
The tax payers support the pensioners; 
the pensioners do not support the tax 
payers. 

Money is a measure of value. It is 
also a medium of exchange. We receive 
money for our labor and materials. 
We exchange the money for other 
labor and materials. The exchange of 
money is a means of transferring our 
labor and our materials to others. 
When we give the aged our money 
they keep not our money but our 
labor and our materials. When the 
tax payers get back their money 
through purchases by the aged they 
may have as much money, but no more 
than before. They are out their labor 
and materials thus transferred to the 
aged. We can never prosper by giv- 
ing people money with which to buy 
our wares. We do not increase our 
spending power by giving away our 
money and getting it back by selling 
our goods for it. 

How much do we increase the move- 
ment of money by compelling its ex- 
penditure through a transaction tax? 
That tax takes the money away from 
the man who is already spending it. The 
only increased money that circulates is 
the tax exacted in excess of what would 
otherwise have been paid in the busi- 
ness transaction. The tax payer has 
that much less money to spend. The 
tax would prohibit many business trans- 
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actions that normally would occur taxes than the total now paid by the 


without the tax. 


It is an anomaly that a tax for com- 
pelling the circulation of money is im- 
posed on the very business activities it 
proposes to encourage. 

When we are convinced of the neces- 
sity of compelling the individual to 
spend his earnings, justice will require 
that he be permitted to do the spending. 
Let him who earned received the bene- 
fits of the expenditure, rather than him 
who made no effort or sacrifice to get 
the money. The forced expenditure by 
those who earned the money would be 
more valuable to society than its ex- 
penditure by those who did not earn 
it, and who are compelled to expend it, 
in excess of their needs. The earnings 
of other people do not belong to the 
voters to divide at their sweet will. 

Heretofore, the little fellow, the 
wage earner, the farmer and the sal- 
aried man have had little direct famil- 
iarity with Federal taxes. The Fed- 
eral Government has confined itself 
for revenue, principally, to customs 
taxes, income taxes and limited excise 
taxes. The adoption of the Townsend 
Plan would change all this. The poor- 
est man in the land would become a 
Federal tax payer. In effect, Uncle 
Sam’s tax collector would sit at every 
farmer's gate, collecting a toll out of all 
he sells and buys. He would sit at the 
door of every home, however humble. 
He would be at every counter, at every 
dinner table, at every business transac- 
tion. He would be there to enforce the 
decree of the Townsend Plan to make 
the Federal Government a greater tax 
collector than all other tax collectors 
combined, to collect 150 per cent more 


American people. 

The transaction tax is not a method 
of making taxes easier, but more 
burdensome and inescapable. 

These facts show the Townsend Plan 
cannot work. Much more could be 
said to show that it should not be 
adopted even if workable. 

The Townsend movement is a mass 
attack against the earnings and savings 
of the industrious and the frugal. It 
proposes to take their earnings and 
award them to the industrious and the 
slothful, the deserving and undeserv- 
ing, alike. It is character destroying. 
It encourages idleness, discourages in- 
dustry and frugality. It makes a vi- 
cious appeal to the electorate to use 
their political power to vote themselves 
a competence, at the expense of their 
fellowmen, even at the expense of those 
already in poverty and distress. 

Our economic system rests on se- 
curity in the ownership and enjoyment 
of property. We are dependent on 
men who have accumulated property 
for the employment of labor. The 
propertyless are not employers of labor. 


If our people establish a practice of 
using their political power to vote them- 
selves pensions, regardless of their 
needs, then we are cultivating an appe- 
tite that is insatiable. The demand 
will grow and grow. Already it is sug- 
gested that the pensionable age be re- 
duced, and also that several other mil- 
lion beneficiaries be brought into the 
Plan. 

The logical sequence of such a prac- 
tice would be to take away the reward 
of private ownership and the incentive 
of the individual, the moral deteriora- 


tion of our workers, the elimination of 
the private employer, and the gradual 
mergence of our economic system into 
a socialistic state, with the Government 
as the employer. Then industry will 
be under a political and incompetent 
control, with decreased production and 
increased cost. The share-the-wealth 
plan will be converted into a share-the- 
poverty plan. 

Our faith in popular government as- 
sumes a wisdom and virtue on the part 
of the people that will forbid them from 
using their political power to take over 
the earnings and property of their 
neighbors. 


Soon our land will ring with the ap- 
peal, “Vote for us and we will give 
you $200 a month” (of other people’s 
money). 

Can our Government stand this test? 


The American people are the de- 
cendents of pioneers. On the whole 
they have been a hard-working, self- 
reliant class. In the language of an- 
other, I do not expeet to see this people 
sink down “to the level of a pension- 
collecting, rocking-chair-sitting, money- 
squandering outfit.” 

The adoption of the Townsend Plan 
would make more people dependent 
upon other people than any other single 
act of mankind. The far-reaching and 
ramifying effects of such a change upon 
our political, economic and social struc- 
ture can be measured with no degree 
of accuracy. If the nation hastens into 
this magnificent folly it will probably 
long repent in sackcloth and ashes. 








Union Tank Car Co. 
(Continued from page 464) 








ing the current year than was made 
last year. All of the earnings now can 
be applied directly to the stock, since 
all long-term obligations have been 
eliminated. With no bank loans, and 
with an ample working capital which 
makes it appear that there will be no 
need in the near future for bank 
assistance, the company is established 
in what probably is the best position in 
which it has been placed for several 
years—at least since the industrial 
debacle began. 

The company’s stock, which is listed 
on the New York Stock Exchange, 
provides a dividend yield of around 
4.8 per cent, on the basis of current 
price. This is an excellent yield for 
the security of a company so soundly 
situated as Union Tank Car. With 
investment qualities, this equity has a 
strong appeal for those who want rea- 
sonable assurance of a return on their 
money, coupled with some speculative 
possibilities. 
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As I See It 
(Continued from page 429) 








decisions, the further recovery goes, the 
less it will be identified with him. The 
voters will more and more conclude 
that in persisting too long in emergency 
experiments the President seriously re- 
tarded the recovery that his initial ac- 
tions did so much to start. There is a 
growing likelihood that Mr. Roosevelt’s 
own mistakes, thrown into glaring re- 
lief by the Supreme Court, will defeat 
him. 

This is a curious situation, for 1t 
might have been so easily circumvented. 
Indeed, the President himself, in one 
of his earliest speeches, provided an 
avenue for avoiding the unfortunate 
political consequences of failure of some 
of his plans by frankly admitting that 
many of the tenets of the New Deal 
were experimental in nature. Those 
that were found to be unworkable 
would be acknowledged as mistakes, he 
told us. Such open recognition of fail- 
ure in some phases of his program 
would have brought not only under- 
standing, but would have thrown addi- 
tional emphasis on the various sound 
and constructive undertakings of his 
regime. 

Unfortunately this policy has not 
been pursued. Credit for accomplish- 
ment in one direction is obscured by 
unacknowledged, even defended, error 
in another. The result is likely to be 
that a majority of the vital six or seven 
million independent votes will be cast 
next November not for the Republican 
candidate, whoever he happens to be, 
but against Mr. Roosevelt. 








For Profit and Income 
(Continued from page 459) 











more optimistic than at any time since 
1928, expecting the largest volume of 
new construction in over five years. 
In this respect, the improved borrow- 
ing capacity of municipalities will 
throw a lot of new business to the 
heavy industries. 


* * & 


Some students of the Great North- 
ern situation believe the stock has an 
excellent chance of selling much higher 
before the end of the year. 


x ok * 
If this is a major move in the oil 


stocks, and on the tape it has all of the 
earmarks of being one, Standard of 
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California and Continental Oil will 
likely prove to be two of the most at- 
tractive speculative situations. Gulf 
Oil, with the largest reserves per share 
of any company, also would seem to 
have outstanding possibilities. 


* * # 


Atlantic Refining, taking time by the 
forelock, asks authorization for the 
issuance of $25,000,000 in preferred. 
It has $14,000,000 in 5% debentures 
due July 1, 1937, and is taking no 
chances that there will be a change for 
the worse in the investment market 
between now and the maturity. 


* * * 


Bank stocks rally on the news that 
the charge for call money against gov- 
ernment securities would be 44% in- 
stead of 4% as was previously the 
case. Not much meat to this, for the 
change will mean virtually nothing to 
the banks. 








Significant Foreign Events 
(Continued from page 449) 








United States Treasury, by arousing 
the, of course ignoble suspicion, of 
doubtful business ethics by buying sil- 
ver in London for sale to the United 
States—making a handsome profit in 
the bargain. 

In London, however, the speculative 
position has been gradually liquidated, 
and higher foreign quotations are an- 
ticipated. Meanwhile the United States 
continues to be a heavy buyer of silver 
in China—is believed to have made an 
agreement with Mexico for the direct 
exchange of silver against gold. In 
other words, the ghost of Bryan still 
stalks abroad. 

In reality, for the time being the 
dollar is under pressure from a more 
specific cause than the specter of fur- 
ther devaluation, namely the substantial 
offerings of dollars on foreign ex- 
change markets from China. This is 
the immediate repercussion of the 
Silver Purchase Act, involving the 
purchase by the United States of Chi- 
nese silver at current prices to the 
value of over $50,000,000 so-called gold 
dollars. Hence Chinese authorities are 
apparently unwilling to hold this ab- 
normal currency reserve as the prepon- 
derating mainstay of their national 
structure. The natural inclination of 
the Chinese is to hold sterling rather 
than dollars since the bulk of the coun- 
try’s commercial and financial relations 
is with London rather than New York. 
For this reason the sudden drop during 
the past two weeks in the premium on 














PROFIT 

—by the new 
business and 
market trends 

















The weeks and months just 
ahead will see many far-reaching 
developments. 


Timeliness will be the primary 
essential for successful investing. 


A clear understanding of trends 
will enable you to insure safety 
and profit during the important 
period ahead. 

It is The Magazine of Wall 
Street’s task to interpret these 
changing trends so that the thou- 
sands of businessmen-investors 
who are its readers may plot 
their investment course intelli- 
gently, leisurely. 


Months Ahead 
of the “News” — 


Every issue of The Magazine of 
Wall Street brings you a clear 
picture of the many far-reaching 
developments in business, eco- 
nomics and politics — two to 
three months ahead of the regu- 
lar “news” channels. 


It can keep you posted on your 
present investments—point out 
new opportunities. And, as one 
investor wrote: “Even if I had 
no investments to make, and 
keep track of, I would want The 
Magazine of Wall Street. It is as 
broadening as a college course, 
and perpetually renews one’s 
contact with the worlds of in- 
dustry and economics.” 


Accept This Offer Now! 


Be sure to receive the important is- 
sues scheduled for the months ahead. 
Every issue will contain timely in- 
formation of real dollars-and-cents 
value to you. 
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forward dollars is explained. The sell- 
ing of dollars was also further accen- 
tuated by the drop to 4 per cent of 
the discount rate on the franc, which 
according to some qualified financial 
observers will, despite any impressive 
reflux of gold to Paris, be again re- 
duced during the coming weeks. But 
if it had not been for the functioning 
of silver purchases indicative of con- 
fused interpretations of the varied 
character of United States Treasury de- 
cisions, an accentuated flow of European 
capital to Wall Street would have taken 
place during the current period. 








Happening in Washington 
(Continued from page 433) 








then had under way would meet with 
a troubled career unless it restrained 
its sympathies—so this story specifies. 


Rural slum areas appear to be 
as much of a problem as like areas in the 
cities. Rex Tugwell has inherited this 
problem from the defunct Federal 
Emergency Relief Administration. Like 
it or not, the resettlement enterprise 
is likely to go on indefinitely. There 
are five areas of the United States 
in which rural slums have developed 
beyond .any cure except of the most 
radical sort — the Appalachian-Ozark, 
the southeastern cotton region, the 
southwestern cotton country, the Lake- 
States cutover country, the short- 
grass spring wheat and the short-grass 
winter wheat regions. Two-fifths of 
the farmers of the United States live 
in these territories. Aside from the 
obvious wisdom of reclaiming the sub- 
merged people of these districts for 
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purely economic and business regions 
there are social reasons for their reclam- 
ation. Seventy-seven per cent of the 
farm croppers and 36 per cent of all 
other farm tenants are located in them. 
The task of re-establishing the back- 
ward people in those regions through 
proper land utilization and the removal 
of some to other locations will be an 
endless one. Intermingled with this 
problem of particular areas is the gen- 
eral one of absorbing the annual sur- 
plus of 500,000 rural population growth 
which the cities no longer absorb. Here 
by the way is sufficient reason for prac- 
tically eliminating immigration. But 
for the now perilous budget situation 
the Bankhead bill which would greatly 
supplement the work of the Resettle- 
ment Administration might be counted 
upon to pass at this session. It would 
provide an agency for the purchase of 
land and its division among present 
tenants on very long terms. 


Conservation enterprises of all 
sorts have, however, apparently reached 
the end of their very long rope—for 
this year. Nothing not passed by the 
Budget Bureau is to have any sort of 
Administration backing. The various 
interested bureaus were so warned by 
the President in December. 


Forest conservation projects are 
included. This application especially 
offends the foresters who thought that 
on account of the President's life-long 
interest in forestry his administration 
would go far in solving the public prob- 
lems of the forest lands. Last year the 
forest people hung the Schlick medal 
on the President in discount of his for- 
estry intentions. Now they glumly 
comment that the President has the 
medal and they still have the problems. 
Aside from the C C C which, worthy 


as it is, has virtually no bearing on the 
economic problem of the privately 
owned timber lands, which are as seri- 
ous as those of land use in agriculture, 
nothing has been done by this Admin- 
istration in the way of alleviation of 
distress in this hobby field of the Presi- 
dent’s. Except as N R A helped during 
its life nothing has been done to meet 
the problems of destructive taxation 
and the financing of reforestation. It 
may be that the President now inclines 
toward government ownership of vir- 
tually all commercial forest land, which 
would not be without approval by many 
of the great forest magnates under suit- 
able conditions. 


Bitter battle between Ickes and 
conservationists continues over his move 
to change the name of the Department 
of the Interior to Department of Con- 
servation and Works. The principal 
weapons are personal lambastings, 
mixed up with some grave reflections 
on current conservation mistakes. While 
soil erosion control has been one of the 
chief preoccupations of President Roose- 
velt and now becomes the vehicle of 
financing agricultural readjustment, 
Ickes, chief of conservation is quoted as 
saying, most heretically, that erosion is 
‘a fundamental process of land sculp- 
ture .. . with general beneficial results 
to mankind.” Despite the present sur- 
plus of tillable land the conservationists 
accuse Ickes of usurping the rights of 
the Biological Survey to further land 
reclamation around Tule Lake in Cali- 
fornia in the course of which the 
Reclamation Service burned the sur- 
rounding vegetation and destroyed the 
nests of over 500 wild geese and of 
many hundreds of ducks. The National 
Park Service (Ickes) is accused of 
spending “98 times as much per acre” 
on recreational improvements as the 
Forest Service (Wallace) spends. All 
of which shows that planned economy 
and conservation sometimes reveal little 
evidence of planning. 


Commissioner Collier of the In- 
dian Bureau is not especially delighted 
with the progress of conservation of 
the aborigines. He utters no word of 
complaint against the small pickings he 
has been able to obtain for his 400,000 
Indians with W P A money boon 
doggling all around his pathetic wards, 
but his woe is patent. 
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The True Function of Money... 


The timeliness of “Governments and Money” by Edward Jerome will 
alone be an important factor in recommending it to the businessman 
and investor of today—for whom the complexities of the national and 
world economic trend have never presented a more difficult and con- 
fusing aspect. 


The book devotes itself to a vigorous comparison between the funda- 
mental function of money, as created for the collection of taxes and 
fulfillment of contracts, to what has become a gradual perversion of 
this function through generations of fallacious theory and experi- 
mentation. The author points out that basic economic errors have been 
responsible for many unnecessary financial panics—have prolonged 
normal recessions in business activity into serious depressions—and 
have caused waves of inflation to be followed by drastic deflation. 
The fact that Mr. Jerome has handled his review of the world’s fiscal 
structure in a simple, straightforward writing style will do much to 
bring his work to the attention of a wide reading audience. 





Analyzing Industrial Securities Today .. . 


In the light of current economic laws as well as legislative acts which 
continually affect the outlook for the entire field of industrial securities, 
John H. Prime’s newest book “Analysis of Industrial Securities” will 
serve as a timely, practical manual for both the large and small investor. 
Throughout the text, the author emphasizes that analysis of industrial 
stocks today must go deeper than the computation of a ratio--must not 
allow an appreciation of present-day psychological and intangible factors 
to be over-shadowed by purely mathematical calculations. 


Chapter headings in the book consider: Economic Aspects—Industrial 
Research—The Industry and The Company—Corporate Financial Reports 
—Depreciation and Depletion—Income Statement—Balance Sheet—Capi- 
talization — Industrial Bonds— Preferred Stock— Common Stock — 
Analysis. 





Survey of Security Markets... 


Every investor should own this most comprehensive study of security 
markets. The Twentieth Century Fund, with a staff of thirty economists 
and associates, has compiled a wealth of invaluable data, some of which 
has never before been available to the public. “Security Markets” 
constitutes an up-to-date, practical explanation of the organization and 
operation of security markets and their place in the economic structure. 
A conception of the informative contents of this book is gained by a 
glance at some of the topics discussed: Evaluation of Securities; Neces- 
sity for Informed Trading; Flotation of New Issues; Effects of the 
Banking and Securities Acts; Demand for Credit; Endowed Institu- 
tions, Insurance Companies, Savings Banks; Relation of Security Mar- 
ket to General Business Conditions; Margin Trading; Brokers’ Loans 
and Absorption of Credit; Short Selling; Work of the Specialist; 
Manipulation; Corporate Accounting and Reporting. A series of ap- 
pendices, 84 tables and 27 charts illustrate important points. 
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What Nullification of Pro- 
cessing Taxes Means to 
Meat Packers 


(Continued from page 461) 








nies could well afford to be magnani- 
mous in the matter of the processing 
taxes and concentrate upon the future 
benefits to be derived from their elimi- 
nation, rather than upon the hope of 
gaining material advantage from past 
blunders which are now dead. 

The real, lasting benefits to holders of 
the packing company stocks will come 
from the gradual increase in herds and 
flocks and the lower prices which will 
result in increased consumption. How 
soon and to what extent stockholders are 
to benefit from these probable develop- 
ments depends also, of course, upon the 
financial position and capitalization of 
the different companies. 

By and large, the packing companies 
are strong financially, some of them 
very strong. Swift closed its latest fiscal 
year with more than $185,000,000 in 
current assets, of which some $46,000,- 
000 was in the form of cash and mar- 
ketable securities. Current liabilities 
were less than $30,000,000 and of this 
sum more than $6,000,000 represented 
processing taxes accrued, but not paid. 
Armour had current assets of $146,- 
000,000, against current liabilities of 
$33,000,000; Cudahy current assets of 
$36,000,000, against current liabilities 
of $10,500,000, including $5,000,000 
in notes payable; Wilson current assets 
of $36,500,000, against current liabili- 
ties of $9,300,000; while Morrell had 
current assets of $13,300,000, com- 
pared with current liabilities of $5,300,- 
000. It might be noted that lower 
meat prices will have the effect of re- 
ducing the sum necessary to carry in- 
ventories and, while this will be offset 
to some extent by the probability that 
inventories will be larger physically, 
the net result nevertheless should be to 
increase holdings of cash and market- 
able securities. 

There have been marked changes re- 
cently in the capital structures of most 
of the packers. Last year, Swift issued 
$43,000,000 in 334% bonds maturing 
in 1950 and used the proceeds to retire 
obligations bearing interest at the rate 
of 5%. Armour issued $48,000,000 
in long-term four-per-cents and used 


the proceeds to redeem five-and-a-half- 
percents. In 1934, it will be remem- 
bered, Armour successfully converted 
all but a negligible amount of its 7% 
preferred stock and the accumulated 
dividends thereon into a 6% prior pre- 
ferred and common stock. Cudahy is 
another company which has just effected 
a profitable refunding operation, issu- 
ing $20,000,000 in mortgage 334s and 
$5,000,000 in debenture 4s for the pur- 
pose of retiring $10,400,000 in de- 
benture 5's, $6,400,000 in mortgage 
5s and using the balance to reduce bank 
loans. Wilson, early in the year hav- 
ing performed the major operation of 
changing a 7% preferred and accumu- 
lated dividends into a 6% preferred, 
and an “A” stock and accumulated 
dividends into common stock, took ad- 
vantage of an easy money market to 
sell $20,000,000 in 4% bonds and used 
the money to redeem its own 6% 
obligations as well as certain subsidiary 
debt. Of all the companies entering 
into this discussion, Morrell was the 
only one to make no change in capital- 
ization and this is easily understandable 
for it already consists of nothing but 
common stock. 

The various refundings and other 
changes made by the packers have been 
most advantageous to stockholders. 
The new preferreds of Armour and 
Wilson are on a dividend basis—Wil- 
son’s common even is making distribu- 
tions at the rate of 50 cents a year. A 
year or so ago none of these payments 
were being made. In the case of 
Swift, the refunding will increase the 
amount of earnings available to com- 
mon stockholders and as a mark of con- 
fidence in the future the dividend on 
the common was raised last October to 
$1 a share annually, in addition to 
which a special dividend of 25 cents 
was declared. Cudahy continues on 
the $2.50 annual basis that was main- 
tained throughout the depression and 
the refunding operation carried out by 
the company increases the safety of the 
payment—particularly as last year it 
was unearned by a considerable margin. 
Because of the great reduction in earn- 
ing power last year, Morrell not long 
ago cut its dividend from 90 cents a 
share quarterly to 60 cents. The pros- 
pect is for some increase in those divi- 
dends which are now thoroughly safe 
and a greater likelihood that those which 
are not in this position on account of 
impaired earning power will be main- 
tained. 
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